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Canada 
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Form 10-K 

Genstar Corporation is incorpo- 
rated under the laws of Canada. 
The company files an annual 
report on Form 10-K with the 
Securities and Exchange Com- 
mission, Washington, D.C. This 
report is available free of charge 
to shareholders on request to the 
Public Relations Department of 
the company. 


GENSTAR CORPORATION 


Executive Office: 

Four Embarcadero Center 

San Francisco, California 94111 
USA: 

Tel: (415) 986-7200 


Head Office: 

1177 West Hastings Street 

_ Vancouver, British Columbia 
Canada V6E 3Y3 

Tel: (604) 689-1611 


Stock Dividend and Dividend 
Reinvestment Plans . 
Genstar has established separate 
optional plans as convenient 
means for holders of its registered 
common shares to elect either to 
receive stock dividends in lieu of 
cash or to acquire additional 
Genstar shares through reinvest- 
ment of cash dividends and op- 
tional cash payments. For more 
information, contact: Canada 
Permanent Trust Company, Box 
10152, Pacific Centre North, 701 
West Georgia Street, Vancouver, 
British Columbia, Canada V7Y 
LES. 


Version Frangaise 

Les actionnaires qui désirent 
recevoir ce rapport en francais 
sont priés de s’adresser au service 
des Relations Publiques de la 
Société. 


ANNUAL MEETING 


The Annual Meeting of Genstar 
shareholders will be held on 
Wednesday, May 9, 1984, at 11:00 
a.m. at the Royal York Hotel, 100 
Front Street West, Toronto, 
Ontario, Canada. 


CORPORATE PROFILE . 


Genstar Corporation manufac- 
tures and supplies building mate- 
rials and services, is active in 
land and real estate development, 
and engages in a variety of finan- 


cial services. Building materials 


and services are provided primar- 


~ ily in Western Canada and 


throughout the United States. 
Real estate activities are con- 
centrated in Western Canada, 
Ontario and the Western and 
Southern U.S. Financial services 
are offered nationwide in both 


- countries and in selected markets 


abroad. 
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FINANCIAL HIGHLIGHTS 


For the years ended December 31 


Revenues 

Operating Income 

Net Income (Loss) 

Net Funds Generated (Required) by Operating Activities 
Dividends on Common Shares 


Per Common Share: 
Net Income (Loss) 


1983 1982, 1981 
(millions of Canadian dollars) 


$1,826.7 $1,760.2 $2,,145.9 


252.0 24.5 242.4 
103.0 (84.3) 93.8 
228.0 eal (0.1) 

21.9 27.7 54.8 


Canadian Method 
Basic $ §62.83 Santoro) $ 62.40 
Fully Diluted PLO? (3230) Doe 
United States Method 
Primary IID» (3.36) Deol. 
Fully Diluted 2/2 (3.36) 2.34 
Dividends (current annual rate: $0.80) 65 90 1.80 
Book Value 22.97, 20.89 24.31 
Stock Price-Toronto Stock Exchange } 
High 38.75 24.75 42.75 
Low 20.25 8.88 18.38 
Total Debt-to-Equity Ratio 53:47 61:39 57:43 
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REPORT OF THE 
DIRECTORS 


The economic recession that 
began in mid-198] and inten- 
sified in 1982 began to moderate 
in most North American markets 
during 1983, although improve- 
ment was more pronounced in 
the United States than in Canada. 
Interest rates stabilized at more 
affordable levels in both coun- 
tries, and the company benefited 
from actions taken during the 
past two years to lower overhead 
expense, improve operating effi- 
ciency, and reduce debt. As a 
result, Genstar’s operating 
income increased significantly in 
1983, while interest and other 
expenses declined. 


Financial Results 

For the year ended December 31, 
1983, net income rebounded to 
$103 million or $2.83 per com- 
mon share, compared to the loss 
of $84.3 million or $3.36 a share 
in 1982. Revenues advanced to 
$1.83 billion, up marginally from 
$1.76 billion a year ago. 

All of Genstar’s major lines of 
business were profitable in 1983, 
and operating income increased 
to $252 million from $25 million 
the year before. 

With housing starts in the U.S. 
rising nearly 60 percent during 
the year, there were significant 
improvements in Genstar’s build- 
ing supplies and land and real 
estate development operations, 
which returned to profitability 
after suffering losses a year ago. 

There was also a substantial 
increase in income from finan- 
cial services, the largest con- 
tributor to earnings for the second 
year in a row. Sales of venture 
capital investments, in particular, 
played a major role in 1983's 
recovery, accounting for nearly 
one-third of the company’s total 
operating income. Genstar real- 
izes substantial profits on a con- 
tinuing basis from these ventures 
and expects them to remain a 
significant source of earnings in 
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the future. Over the past five 
years, income from this portfolio 
of emerging growth companies 
has amounted to more than $160 
million, and the estimated value of 
holdings at year-end was approxi- 
mately $220 million. 


Significant Developments 

Many of 1983’s more notable 
accomplishments were a con- 
tinuation of programs begun the 
year before. The achievements, 
and the objectives as set forth in 
last year’s annual report, include: 


¢ Increasing operating efficiency 
and reducing expenses 

Major reductions have been 
made in overhead costs since 1981. 
While further cuts will not be as 
extensive, Genstar will continue 
to keep these expenses at levels 
appropriate to current market 
conditions. 

Selling, general and admin- 
istrative costs, which amounted 
to $258 million in 1981, fell to 
$204 million a year later and to 
$187 million in 1983. The im- 
provement is even more dramatic 
when adjusted for the effects of 
inflation. 

As revenues declined from a 
high of $2.3 billion in 1980, it has 
also been necessary over a three- 
year period to reduce the number 
of fulltime employees by 25 
percent. 

In addition, capital expendi- 
tures have been limited to those 
projects which pay off quickly in 
terms of competitive advantage 
or production efficiency. Total 
expenditures, which amounted 
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to $148 million in 1981, were 
reduced to $66 million in 1982 
and to $40 million last year. 


¢ Improving cash flow and 
reducing debt 

Concerted efforts have been 
made to reduce both inventories 
and accounts receivable, which 
are expensive to carry in periods 
of high real interest rates. Inven- 
tories, other than land, are down 
more than 50 percent from their 
high of $360 million in 1981. 
Accounts receivable are also sig- 
nificantly lower, falling from 
$377 million in 1981 to $281 mil- 
lion in 1982 and $260 million at 
the end of 1983. 

These efforts have improved 
cash flow and reduced the need 
for additional borrowing during 
periods of peak activity. That, in 
turn, helped Genstar exceed the 
goal set at the beginning of the 
year to reduce total debt by $200 
million in 1983. By year-end, 
debt was down $310 million, and 
this 23 percent decline, coupled 
with lower rates, contributed to 
a $57 million drop in interest 
expense during the year. Debt 
reduction since mid-1982 now 
amounts to more than $500 mil- 
lion, and the company’s objective 
is to reduce it still further as a 
percentage of total capitalization, 
a prudent policy in economic 
periods of lower inflation. 


¢ Stabilizing the earnings base 

Genstar’s financial service 
operations have proven to be a 
highly reliable source of income, 
even in periods when its more 
cyclical construction-related 
businesses are experiencing diffi- 
culties. While the recovery of real 
estate and building supplies oper- 
ations was the most prominent 
factor in the rebound of operat- 
ing earnings, the major contribu- 
tion of financial services in 1983 
should be emphasized. 

In addition to the gains from 
venture capital investments, 
record results were reported by 
Genstar’s container leasing, elec- 
tronic equipment rental and 
mortgage banking companies. In- 
come also improved from the 
trust and real estate brokerage 
divisions of the largest financial 
service operation, Canada Per- 
manent Mortgage Corporation. 

In late 1982, Genstar consoli- 
dated most of these diversified 
activities within a single subsidi- 
ary, Genstar Financial Corpora- 
tion. This action has enhanced 
understanding in capital markets 
of the size and scope of these 
businesses and will facilitate 
financing of their future 
expansion. 


Outlook 

Economic recovery is well under 
way in the United States. Growth 
has slowed to a more sustainable 
rate from the high levels achieved 
in mid- 1983, and this should 
lessen the risk of higher inflation. 
Interest rates have also remained 
stable despite high federal deficits 
and government borrowing. Con- 
sumers are regaining confidence 
in the economy, the affordability 
of housing has increased marked- 
ly, and 50 percent more U.S. house- 
holds can now qualify for mort- 
gage financing than at the end of 
1982. Clearly, the opportunities 
for Genstar businesses to achieve 
more normal levels of profitabil- 
ity have been enhanced, and the 
company anticipates continued 
improvement in U.S. operations 
during 1984. 


Key markets in Western 
Canada, however, are expected to 
remain comparatively weak, par- 
ticularly in Alberta where declin- 
ing world prices for petroleum 
products and restrictive provi- 
sions of Canada’s National Energy 
Program have reversed the pat- 
tern of rapid growth that pre- 
vailed prior to 1982. While diffi- 
culties are not as pronounced in 
other areas of Canada, recovery 
remains somewhat behind that 
of the United States, and signifi- 
cant growth is not foreseen before 
1985. This will moderate the over- 
all improvement in Genstar oper- 
ations during the coming year. 

The general trends in North 
America, then, favor a steady but 
relatively slow growth in reve- 
nues. Operating income will ben- 
efit as that occurs, since Genstar 
is a leaner, more productive com- 
pany than at the beginning of the 
recession, and its debt is down 
significantly. 

While the company will con- 
tinue to be aggressive in seeking 
new business opportunities, it is 
appropriate to adopt a more con- 
servative financial posture and 
depart from the more highly 
leveraged capital structure of the 
inflationary 1970s. To this end, 
continued emphasis will be 
placed on increasing cash flow 
and some further reduction of 
debt. Genstar may also increase 
its equity base and has filed a 
shelf registration with the U.S. 
Securities and Exchange Commis- 
sion that permits it to issue up to 
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3,000,000 additional common 
shares between now and Novem- 
ber 1985. 


Board of Directors 

In 1983, the directors were 
saddened by the death of James 
D. Moran. Mr. Moran was Chair- 
man and Chief Executive Officer 
of The Flintkote Company, 
which was acquired by Genstar 
in 1979. He served the company 
well during his too brief tenure 
as a director. 

The Board of Directors also 
accepted with regret the resigna- 
tion of Mr. Robert G. Rogers 
upon his appointment as Lieu- 
tenant Governor of British 
Columbia. The Board is indebted 
to Mr. Rogers for his 10 years of 
service as a director, counselor 
and friend, and the company 
wishes him well in his challeng- 
ing new assignment. 

Appointed to the Board in 
November were Mr. Frederick W. 
Mielke, Jr., and Mr. Stephen R. 
Volk. Mr. Mielke is Chairman of 
the Board and Chief Executive 
Officer of Pacific Gas and Electric 
Company in San Francisco, and 
Mr. Volk is a partner in the law 
firm of Shearman & Sterling in 
New York City. 

Looking back on 1983, the 
directors would like to express 
their appreciation to Genstar's 
15,000 employees. The company 
has asked unusually demanding 
service of them in the past two 
years of adversity and looks for- 
ward to more prosperous times as 
a result of their efforts. 
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In terms of assets and revenues, 


the manufacturing and supply 
of a broad range of building 
products and construction- 
related services is Genstar’s 
largest line of business. It en- 
compasses four major areas of 
activity: 

Cement and Lime — The 
company is a leading manu- 
facturer of cement in Western 
Canada and a major supplier 
in California, Oregon and 
Nevada. It is also a major pro- 
ducer of lime products in the 
Western United States. 

Concrete, Aggregatesand _ 
Construction Services — These 
materials and services are pro- 
vided primarily in the four 
western provinces of Canada 
and in the mid-Atlantic region 
of the U.S. Raw materials for 
these products, as well as for 
cement and lime, are gener- 
ally supplied by the company’s 
own pits and quarries. 

Building Supplies — Genstar 
produces gypsum wallboard 
in Western Canada and 
throughout the United States 
and is one of the larger US. 
manufacturers of asphalt roof- 
ing products. The company is 
also engaged in a variety of 
waste management activities, 
many of which involve the 
recycling of resources and re- 
covery of energy. 

Marine Services and Other 
Operations — Marine services 
include tug and barge trans- 
portation of forest products, 
building materials and other 
cargos, primarily along the 


Pacific Coast of North America; 


the transport of heavy-lift, 
modular cargos and special- 
ized support services on an 
international basis; shipbuild- 
ing and repair in Vancouver; 
and salvage operations, princi- 
pally on the St. Lawrence Sea- 
way and the Atlantic Coast of 
North America. Also ac- 
counted for in this category 
are returns from a 50 percent 
interest in a Canadian firm 
that manufactures nitrogen- 
based chemicals. 


Combined operating in- 

come in 1983 from the build- 
ing materials and services 
operations was significantly 
higher than in 1982, despite a 
decline in revenues. The gain 
came entirely from the build- 
ing supplies sector, which 
returned to profitability after 
suffering losses in 1981 and 
1982. Income from cement and 
lime manufacturing approxi- 
mated that of the year before, 
while returns from concrete, 
aggregates and construction 
services and from marine and 
chemical operations declined. 
Performance of the four major 
activities that comprise this 
line of business is discussed in 
detail on the pages that follow. 


BUILDING MATERIALS AND SERVICES 


CEMENT AND LIME 


1983.58 195262 198) 
(millions) 


Revenues $225.6 $232.9 $313.2 
Operating 

Income $7 1957 $ 2001S) 5829 
Products: 


Normal portland cement; oil well, high 
early-strength, masonry, sulphate-resis- 
tant, potash and other specialty cements. 
High calcium and dolomitic quicklime 
and hydrated lime; various crushed lime- 
stone products. 


Cement Plants: 


Location Annual Capacity* 
British Columbia 1,000,000 
Alberta 1,417,500 
Saskatchewan 227,500 
Manitoba 350,000 
California 1,200,000 
Total 4,195,000 
Lime Plants: 

Location Annual Capacity* 
Arizona 640,000 
California 124,000 
Nevada 311,000 
Utah 74,000 
Total 1,149,000 
«Short tons. 


Volumes, revenues and oper- 
ating income from cement and 
lime manufacturing in 1983 
nearly matched levels of a year 
ago, but remained well below 
the record achieved in 1981. 

In Canada, gains in cement 
volumes at the British 
Columbia, Saskatchewan and 
Manitoba plants were offset by 
a 25 percent decline in Alberta. 
Large hydroelectric, mining 
and marine shipping-terminal 
projects helped increase sales 
by one-third in British 
Columbia, and construction 
of a major dam contributed to 
higher volumes in Saskatche- 
wan. Sales for residential 
construction also improved in 
Saskatchewan and Manitoba 
because of provincial and fed- 
eral housing subsidy programs. 
In Alberta, however, delays or 


Between 1977 and 1983, approximately $140 million was spent to expand and 


modernize Genstar’s largest cement plant and the limestone quarry that serves 
itin Alberta. Today, even in periods of relatively low demand, this is one of 


Genstar’s most cost-effective operations. 


cancellation of major energy 


and resource development proj- 


ects have curtailed industrial 
and commercial construction, 
and housing starts remain at 
very low levels. 

In Northern California, re- 


venues and volumes of cement 


declined slightly as a result of 
low construction activity early 
in the year. Intense competi- 
tion also kept prices below 
1982 levels. As a result, the 


US. operation continued to 
report losses in 1983, despite 
improved sales during the sec- 
ond half of the year when 
homebuilding and light com- 
mercial construction gained 
strength. 

Revenues and operating 
income of U.S. lime manufac- 
turing operations rose mod- 
estly in 1983. Higher levels of 
residential and light commer- 
cial construction stimulated 
demand for hydrated lime 
products, which are used in 
stucco, masonry and soil stabil- 
ization. Demand for quick- 
lime remained at 1982's de- 
pressed level, however, as 
small gains in copper, mining 
and air pollution control mar- 
kets were offset by the closure 
of a major steel manufactur- 
ing customer. 

Capital expenditures at 
cement and lime production 
facilities amounted to only 
$6.5 million in 1983, down 
from $21.7 million the year 
before. Outlays in 1984 are 
expected to total $8.6 million. 
Major construction, expansion 
and modernization programs, 
in which Genstar invested 
more than $250 million be- 
tween 1978-83, are now essen- 
tially complete. 

These investments in effi- 
cient plants and equipment, 
coupled with inventory con- 
trol through periodic plant 
closings, kept manpower re- 
quirements in Canada 44 per- 
cent lower than peak levels in 
1981. This, along with reduced 
capital expenditures, contrib- 
uted to a 96 percent improve- 
ment in cash flow at Canadian 


plants during the year. Similar- 
ly, U.S. cement and quicklime 
manufacturing is being con- 
fined to Genstar’'s more mod- 
ern facilities, and less efficient 
kilns will remain shut down 
until market conditions im- 
prove. In contrast to the year 
before, this resulted in positive 
cash flow at U.S. operations in 
1983. 

In 1984, operating income is 
expected to increase as a result 
of improved performance in 
the United States. Assuming 
interest rates remain stable, 
further gains in U.S. housing 
starts are predicted, and 
income from public works 
projects should rise because of 


a $5-billion federal roadbuild- 
ing and repair program. These 
favorable conditions, along 
with an increase in cement 
prices that went into effect in 
early 1984, should be suffi- 
cient to return California 
cement operations to profit- 
ability. In addition, margins at 
US. lime plants are expected 
to improve as a result of shift- 
ing production to more effi- 
cient facilities. Canadian 
cement plants should benefit 
from further cost reductions, 
and increased exports from 
British Columbia are expected 
to compensate in part for the 
reduced construction activity 
in Alberta. 


The sophisticated control room of Genstar’s Redding, California, cement plant 

reflects the technological advances incorporated in this facility during a major 

expansion that was completed in early 1981. Until market conditions improve, 

cement production in the U.S. has been shifted entirely to this highly automated, 
fuel-efficient facility. 


CONCRETE, 
AGGREGATES AND 
CONSTRUCTION 
SERVICES 


1983 =: 1982, 1981 
(millions) 


Revenues $487.1 $575.1 $668.1 
Operating 

Income $ 25.0 $ 31.3 $ 69.5 
Products/Services: 


Classified sand, gravel, standard and light- 
weight aggregates; crushed stone; ready- 
mix concrete; precast and prestressed 

structural and architectural concrete com- 
ponents; concrete blocks, pipe and rail- 
way ties; bituminous concrete/asphalt; 
calcium carbonate products; home repair 

products, including dry bagged concrete, 
mortar and blacktop mixes. Municipal 

construction services and real estate sub- 
division servicing, including road con- 
struction, paving and installation of 

utilities. 


Plants: Canada US. Total 
Ready-MixConcrete 22 14 36 


Precast Concrete 10 a 10 
Concrete Block 6 — 6 
Concrete Pipe 7 — it 
Concrete Rail Ties ] _ l 
Asphalt & Bitumi- 
nous Concrete if i 14 
Dry Bagged Mixes 5) Sas 
Aggregates* 21 LOy 31 
Calcium Carbonate 
Products — i i ’ “i < 
Total — 79 40 119 The “Saddledome;’ Calgary’s new sports coliseum, perhaps represents Genstar’s 
ae sand, gravel and crushed stone ost innovative use of precast, prestressed concrete components. Completed in 


1983, its 3-acre, clear-span concrete roof is the largest ever built. Cables strung 
from the stadium rim support nearly 400 precast concrete slabs which, with 
concrete poured between them, form a single unit that is considered structur- 
ally sounder than conventional roofs. 


Although markets improved 
in the U.S., low levels of con- 


struction activity in Western 
Canada reduced overall 
returns from concrete products, 
aggregates and construction 
services for the second year in 

a row. Operating income was 
about 20 percent lower than in 
1982 and less than half of 1981's 
record level. 

Canadian operations had a 
difficult year because of the 
continuing lack of demand for 
construction materials and 
services in Alberta. That 
province, with massive invest- 
ments in petroleum and 
petrochemical projects in the 
late 1970s and early 1980s, had 


been the company’s largest 
market. By the end of 1981, 
however, Canada’s National 
Energy Program was discourag- 
ing foreign investment, and 
falling petroleum prices had 
made proposed heavy oil and 
tar sand developments econom- 
ically unattractive. The post- 
ponement or abandonment of 
these major projects has caused 
a retrenchment in the oil and 
gas industry and a severe 
decline in new construction of 
all types. In contrast, the 
British Columbia market held 
up reasonably well in 1983, and 
increased residential construc- 
tion produced gains in margins 
and profits in Saskatchewan 
and Manitoba. 


Among major Western 
Canadian divisions, the pre- 
cast concrete operation was the 
only one to generate higher 
earnings. Demand for precast 
structures was highest in Brit- 
ish Columbia, and this divi- 
sion also benefited from record 
sales of its concrete railway 
ties. Twelve railroads are now 
using or evaluating them, and 
the Canadian National Rail- 
way installed its two-millionth 
Genstar tie in September. 

Low demand and competi- 
tive pressure on prices in 
Alberta, however, kept income 
from the Canadian division 
that makes concrete blocks, 


pipe, ready-mix and aggre- 
gates significantly lower than 
in 1982. The largest shortfalls 
were in sales of concrete drain- 
age products and ready-mix. 
As a consequence, two ready- 
mix plants were leased to other 
operators during the year, and 
four others have been closed 
until market conditions im- 
prove. Only the sales of pack- 
aged materials improved, and 
Genstar opened a new manu- 
facturing facility in Winnipeg 
to make these bagged mixes 
available in Manitoba and 
Northwest Ontario far the first 
time. 

Construction operations in 
Western Canada were equally 
depressed because of a lack of 
funding for municipal proj- 
ects and little demand for sub- 
division servicing. After report- 
ing a small loss for 1983, 
Genstar’s construction services 
division withdrew from the 
British Columbia market and 
will now operate only in the 
provinces of Alberta, Saskatch- 
ewan and Manitoba. The 
phasing out of Genstar's heavy 
construction activities was 
completed during the year, ex- 
cept for one joint venture in 
which Genstar has less than a 
20 percent interest. 

In keeping with its policy of 
concentrating assets only in 
geographic areas with above- 
average growth potential, 
Genstar sold its construction, 
packaged materials, aggregates, 
asphalt, and concrete block 
businesses in Eastern Canada 
and Buffalo, New York, during 
1983. 

In contrast to Canada, U.S. 
operations had a good year as 


markets improved and mod- 
ern facilities contributed to 
higher profitability. Earnings 
from aggregates and crushed 
stone rose significantly on a 
small increase in volume fol- 
lowing start-up of two highly 
automated stone crushing 
plants near Baltimore, Mary- 
land. Sales and income from 
ready-mix, asphalt and related 
construction services were well 
above 1982 levels as the build- 
ing industry gained strength 
and state and federal road re- 
surfacing programs added to 
demand. Returns from cal- 
cium carbonate products also 
rose with sales of new cars, 
which use this material in 
reinforced plastic parts. Only 
packaged materials, because of 
higher production costs and 
an extended labor dispute, 
failed to match last year’s 
results. During the second 
quarter, the company will com- 
plete construction of a new 
packaged materials plant to 
serve the Philadelphia, Penn- 
sylvania, area, and construc- 
tion of a new coal tar emulsion 
plant is also planned for 1984. 


Demand for concrete products and construction services during 1983 rose 
significantly in the US., but was well below the prior year’s level in Canada. 


Capital expenditures such 
as these, in both the U.S. and 
Canada, amounted to $10.7 
million in 1983, compared to 
$13.2 million the year before. 
In 1984, they are expected to 
total $22.2 million. 

Genstar believes the 
strength that became evident 
in U.S. markets during the 
latter half of 1983 will con- 
tinue into 1984. Operations 
will also benefit from the 
modern, new plants and equip- 
ment that became operational 
in late 1983 or will begin pro- 
duction in 1984. Growth in 
the U.S. is expected to be more 
than offset by economic diffi- 
culties in Canada, however, 
with depressed conditions con- 
tinuing in Alberta and only 
modest gains at best foreseen 
in other western provinces. 
Real improvement is not antic- 
ipated before 1985, when major 
projects associated with trans- 
portation, energy and the 1988 
Winter Olympics should 
return Alberta to more normal 
levels of construction activity. 


BUILDING SUPPLIES 


1983 198281 


(millions) 
Revenues $453.3 $473.9 $575.3 
Operating 


Income (Loss) $ 14.7 $ (42.8) $ (29.0) 


Products/Services: 

Gypsum wallboard; roofing products, 
including asphalt shingles and rolls, 
liquid asphalt coating, felt and paper- 
board; asphaltic adhesives; recycled rub- 
ber additives for asphalt paving; con- 
crete admixtures. Wholesaling and dis- 
tribution of construction materials to 
builders; sanitary landfilling and meth- 
ane gas recovery; sludge disposal. 


Gypsum Wallboard and Roofing Plants: 
Annual Capacity 


Location Wallboard* Roofing** 

British Columbia 160,000 — ee ee EE i ee 
Alberta 175,000 _ 

Saskatchewan 160,000 — 

Arkansas — 185,000 

California — 200,000 

Colorado 225,000 -- 

Georgia 310,000 175,000 

Illinois — 330,000 

Minnesota -- 120,000 

Nevada 315,000 _ 

New Jersey 270,000 — 

Texas 332,000 200,000 . 

Total DY gaan premium-grade, glass-mat asphalt shingles are capturing an increas- 


*Thousands of square feet (for 3-shift, 6 2/3- 
day-per-week operations). **Tons. 

(Roofing figures do not include production 
capacity for 35,000 tons of liquid com- 


ing share of roofing markets, and a new glass-mat manufacturing plant should 
enhance profit margins in 1984. 
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pounds, 192,000 tons of paperboard and 
felt, and 27,000 tons of fiberglass mat.) 


Genstar’s building supplies 
operations made a significant 
recovery in 1983, as the USS. 
division that manufactures 
wallboard and roofing prod- 
ucts returned to profitability 
and waste management opera- 
tions reported much im- 
proved earnings. Overall, 
there was a $58 million im- 
provement in operating perfor- 
mance over the loss suffered 
in 1982. 

This segment of the com- 
pany’s building materials 
business is the most sensitive 
to levels of residential con- 
struction, and it benefited 
greatly in 1983 when growing 
confidence in the economy 
and lower mortgage interest 
rates encouraged builders to 
increase U.S. housing starts 
by nearly 60 percent. Smaller 
gains were also reported in 
commercial construction, re- 
modeling and manufactured 
housing markets. 


As a result, sales of gypsum 
wallboard exceeded expecta- 
tions in most areas of the US. 
Plants operated at full capac- 
ity for much of the year, and 
the gypsum plant in New 
Jersey, which had been closed 
in the fall of 1982, was re- 
opened in May to satisfy 
demand. Profit margins also 
improved in response to price 
increases and continuing 
efforts to reduce production 
costs. In 1983, additional sav- 
ings were realized through 
completion of a new plant 
that reclaims waste gypsum 
rock at a lower cost than quar- 
rying, and installation was 
begun of an innovative sys- 
tem that uses less expensive 
raw materials to produce wall- 
board paper. 

The comparatively smaller 
gypsum operations in Canada 
did not fare as well, although 
stringent cost controls and 
changes in production meth- 
ods permitted a modest in- 
crease in income. Demand 


rose slightly in British 
Columbia and Saskatchewan, 
but depressed levels of resi- 
dential and commercial con- 
struction in Alberta contin- 
ued to keep wallboard 
volumes well below normal 
levels. The division sold its 
insulation manufacturing 
and drywall supply opera- 
tions during the year. 

Unlike wallboard sales, 
volumes of roofing products 
in the US. were essentially 
unchanged from a year ago. 
Competitive pressure on pric- 
ing, which had been a serious 
problem in 1982, stabilized 
with demand, and cost con- 
trols implemented during the 
past two years helped reduce 
losses. A modernization and 
expansion program was com- 
pleted at the roofing plant in 
Arkansas during 1983. Prog- 
ress was also made on the 
new glass-mat manufactur- 
ing plant in Texas, with com- 
pletion expected in the second 
quarter of 1984. That facility 
will enhance the company’s 
ability to compete in Central 


US. markets for asphalt- 
coated fiberglass shingles, 
which offer higher fire resis- 
tance and are less expensive 
to manufacture than conven- 
tional felt-mat products. 
Genstar also introduced a 
new, premium-grade lami- 
nated glass-mat shingle dur- 
ing the year, giving the com- 
pany one of the most com- 
plete lines of residential shin- 
gles in the industry. 

Operating results of 
Genstar's network of whole- 
sale building supply centers 
also improved. Now concen- 
trated in higher growth areas 
of the Southwestern U.S., the 
number of centers presently 
totals 16, down from 17 and 
39 respectively at the end of 
1982, and 1981. 

Income from Genstar's 
waste management and re- 
source recovery activities rose 
significantly in 1983. Rubber 
recycling and sanitary land- 
filling units made particu- 
larly good gains, and returns 
from sludge disposal were 
better than a year ago. The 
market for fly ash and admix- 
tures declined, however, and 
one fly ash operation in East- 
ern Canada was sold because 
of poor conditions in cement 
and ready-mix markets where 
these products are used as 
additives. Construction 
began during the year on a 


third rubber recycling facility, 
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Two additional landfill sites came under Genstar management in 1983, including 


As residential construction markets gained strength in the U.S., sales of gypsum 


wallboard exceeded expectations, and Genstar plants operated at peak capacity 


for much of 1983. 


and a process is being intro- 
duced at an existing plant to 
reclaim higher grade rubber 
suitable for radial tires. Also, 
two more waste transfer sta- 
tions came under Genstar 
management in 1983, and the 
company doubled the capac- 
ity of its small power plant in 
Northern California which 
burns landfill gas to generate 
electricity for sale to utilities. 
Two additional power plants 
will become operational in 
early 1984. 

Capital expenditures by all 
building supplies operations 
in 1983 amounted to $21.7 
million, compared to $20.4 
million a year ago. Of these, 
the largest outlay was for 
work on the new glass-mat 
facility. Expenditures are ex- 
pected to total $26.2 million 
in 1984. 


this one in Vancouver where the company employs special lightweight trailers 
and a novel self-propelled “tipper” to quickly handle large volumes of waste. 


During the coming year, a 
modest rise in exports and in 
construction activity in some 
provinces should result in a 
small increase in wallboard 
volumes in Canada. New 
waste management and re- 
source recovery projects and 
facilities are also expected to 
contribute to higher revenues 
and earnings. The largest 
gains, however, should be 
realized by US. roofing and 
wallboard operations. 

In the United States, if the 
economy continues to gain 
strength and interest rates 
remain at realistic levels, 
some Improvement is antici- 
pated in commercial construc- 
tion activity, the remodeling 
and repair markets are ex- 
pected to be substantially 
stronger, and housing starts 
should equal or exceed 1983's 
total. As a consequence, sales 
and pricing of gypsum prod- 
ucts would remain strong 
throughout the year. There 
should also be some improve- 
ment in asphalt roofing vol- 
umes and prices. Although 
roofing gains may be limited 
somewhat by overcapacity in 
the industry, Genstar expects 
margins to improve upon 
completion of its new glass- 
mat plant. 
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Genstar’s large Pacific Coast fleet of tugs and barges, two of which are shown passing beneath San Francisco’s Golden Gate 


Bridge, reported a substantial improvement in operations during 1983. 
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MARINE SERVICES 
AND OTHER 
OPERATIONS 


1983 1982 1981 


(millions) 
$122.1 $156.1 $155.4 


Revenues 
Operating 


Income ry Oh) IGS) Bh Seh5 


Marine Services: 

Tug and barge transportation; shipbuild- 
ing; ship repairs; salvage; ferrying; 
berthing; lighterage; pollution control. 


Products: 

“Other’ operations consist of a half in- 
terest in Nitrochem Inc., a company that, 
directly or through affiliates, manufac- 
tures nitrogen-based chemicals, indus- 
trial gases, fertilizers and blasting agents. 


Marine Equipment: 
Tugs (from 335 to 7,080 brake 


horsepower) 58 
Self-propelled train ships Dy; 
Standard barges 254 


Submersible barges (400 x 100 feet) 6 
Self-loading, self-dumping log 

barges (from 12,500 to 20,000 tons) 3 
Floating salvage derrick ] 


Operating income from 
marine services, though well 
below 1981's record level, 
nearly matched that of a year 
ago on somewhat lower reve- 
nues. “Other” operations, 
however, which primarily 
consist of chemical manufac- 
turing interests in Eastern 
Canada, reported sizable 
losses when the high price of 
Canadian feedstocks made it 
difficult to compete against 
USS. firms. As a consequence, 
total income from marine and 
other operations was signifi- 
cantly lower than in 1982. 
During 1983, there was sub- 
stantial improvement in 
Genstar's largest marine oper- 
ation, the fleet of tugs and 
barges that transport cargo 
along the Pacific Coast of 
North America. This unit is 
heavily dependent on British 
Columbia's forest products in- 
dustry, which is gradually 
emerging from the previous 


year’s recession. Pulp, paper 
and wood chip traffic im- 
proved throughout 1983, and 
lumber shipments were 
strong through the first half 
of the year. There was also an 
improvement in log barging 
revenues because of increased 
logging and the strong posi- 
tion Genstar enjoys in this 
market as a result of its mod- 
ern equipment. Unfortunate- 
ly, one of the fleet's self- 
loading/self-dumping log 
barges was severely damaged 
in December when it ran 
aground during a storm. The 
vessel has been salvaged, and 
will return to service in 1984. 
In the second quarter, a large 
shipdocking tractor tug will 
also be added to the fleet to 
better serve a major coal ter- 
minal at Roberts Bank, 
British Columbia. 

Capital expenditures by 
marine operations for new 
equipment in 1983 totaled 
only $300,000, compared to 
$3.5 million a year ago. In 
1984, expenditures of $5.9 mil- 
lion are anticipated. 


Unlike operating income 
from West Coast tug and 
barge operations, returns de- 
clined from the smaller, 
ocean-going fleet that trans- 


low. Both new ship construc- 
tion and repair work declined 
because of reduced demand 
in the offshore petroleum in- 
dustry, fiscal cutbacks in pro- 


vincial ferry expenditures, 
and low levels of activity 
among other coastal shippers. 
Problems encountered by 
the marine services sector 
were minor, however, com- 


ports heavy-lift, modular 
cargo in international waters. 
Revenues from European 
markets improved, but over- 
seas work as a whole involved 
jobs that were smaller and of 
shorter duration than in the 
past. As a consequence, un- 
used shipping capacity world- 
wide put intense competitive 
pressure on margins. 

The depressed state of both 
international and domestic 
shipping in the St. Lawrence 
Seaway and along the Atlan- 
tic Coast of North America 
had an equally negative effect 
on Genstar’'s Eastern Cana- 
dian salvage operation, and it 
reported lower earnings for 
the second year in a row. 

The company’s shipyard in 
Vancouver, which had an ex- 
cellent year in 1982, also suf- 
fered a large decline in busi- 
ness and experienced a small 
loss in 1983. A 260-foot-long, 
icebreaking Arctic supply 
vessel, on which work had 
begun the year before, was 
delivered at mid-year, but 
volume in the latter half of 
the year approached a 10-year 


pared to difficulties experi- 
enced by the company’s chem- 
ical manufacturing venture 
in Eastern Ontario. Under pro- 
visions of Canada’s National 
Energy Program, this opera- 
tion is now paying over 25 
percent more for natural gas 
than its U.S. competitors 
immediately across the 
border. Gas is the primary 
feedstock for the ammonia 
chemical industry, and it can 

| ee represent as much as 70 per- 
ea a cent of direct operating costs. 

| ae As a consequence, Genstar 
experienced a loss on this in- 
vestment last year and, unless 
the federal government 


Although the company’s shipyard 
delivered one of the largest vessels it has 
ever built, volumes of new construction 
and repair work declined after mid-year. 


Genstar’s modern equipment attracted higher log barging revenues as British 
Columbia’s forest products industry regained strength. 


reverses its policy, is likely to 
do so again in 1984. 

In contrast, good gains are 
expected in operating income 
from marine services during 
the coming year. While short- 
falls in international ship- 
ping may continue to depress 
offshore transport and sal- 
vage operations, the large 
Pacific Coast fleet should 


"a 


profit from further increases 
in forest products shipments. 
More significantly, the ship- 
yard should return to profit- 
ability. A major federal ship- 
building program will raise 
levels of activity in the indus- 
try as a whole, and antici- 
pated increases in forest prod- 
ucts shipments will make 
more cash available to coastal 
tug and barge operators for 
deferred repairs and invest- 
ments in new equipment. 
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Land and Real Estate Development 


Operating 
Revenues Income (Loss) 
(millions) (millions) 
750 200 
500 100 
250 0 
0 79 80 81 82 83 (100) 79 80 81 82 83 


Land and real estate develop- 
ment was the most improved 
of Genstar's businesses in 1983. 
Although markets had been 
severely depressed the year 
before, this has traditionally 
been one of the company’s 
most profitable enterprises. 

Genstar develops land for 
sale as lots or parcels to build- 
ers and developers of residen- 
tial, commercial and indus- 
trial real estate. After servicing 
raw land to add such infra- 
structure as roads, sewers and 
utilities, Genstar frequently 
constructs parks, lakes, golf 
courses or other amenities 
to enhance the value of the 
property. 

Genstar is also a home- 
builder, at times setting the 
tone or style of company land 


development projects by build- 


ing the initial units in a sub- 
division. 

The company also engages 
in the development of shop- 
ping centers, warehouses and 
industrial parks. Most are 
built for immediate sale, 
although Genstar also main- 


tains a portfolio of income pro- 


ducing properties. 

Primary areas of activity for 
both wholly-owned operations 
and joint-venture projects in- 
clude the provinces of Alberta, 
British Columbia, Manitoba 
and Ontario in Canada, and 
the states of Arizona, Califor- 
nia, Florida, Texas and 
Washington in the U.S. 


Improving real estate markets 
in the United States, particu- 
larly in Southern California 
where Genstar has substantial 
landholdings, and the sale of a 
large shopping center in 
Canada helped return the com- 
pany’s land and real estate 
development operations to 
profitability in 1983. Operat- 
ing income during the year 
represented an improvement 
of approximately $122 million 
over large losses the year before. 
Details of this recovery are 
provided on pages 16 and 17. 
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LAND/REAL ESTATE 
1983 1982, 1981 

(millions) 
Revenues $419.5 $280.3 $470.3 


Operating 


Income (Loss) $ 66.4 $(55.9) $104.5 


Products: 

Developed building lots and parcels of land 

for residential, commercial and industrial 

construction; single and multifamily dwel- 
lings; shopping centers; office buildings; 

warehouses; industrial parks. 

Genstar Acreage for Land Development: 


*Held 
in Part- **Total 
*Owned nership 1983 1982 


Canada’ 11,287 11,437 22,724 | 24,162 


US. 8,228 1,639 9,867 


Total IS) ISOs, YP foil |) Shay aye! 
*At December 31, 1983. **At year-end, the 
company also held options to buy 6,874 addi- 
tional acres of land in 1983 and 3,856 acres in 
1982, primarily in the U.S. Figures exclude 
6,317 serviced residential lots in 1983 and 
8,463 in 1982. 


Genstar Unit Housing Sales: 
1979 1980 1981 1982 1983 


Canada 2,199 1,757 1,684 1,259 944 
WS: Bolo Zon Nt29 1 190 Sl 06) 


Total 5,777 4,584 3,413 2,449 2,005 


As mortgage financing stabilized 
at more affordable rates and con- 
sumers regained confidence in 
the economy, U.S. real estate 
markets rebounded strongly in 
1983, and there was improve- 
ment in some Canadian prov- 
inces. As a result, Genstar reve- 
nues from land and real estate 
development increased by 50 per- 
cent, and steps taken during the 
past two years to reduce the asset 
base, limit risk from joint ven- 
tures, and improve cash flow per- 
mitted a return to profitability. 
Sales from Genstar's land bank 
in the United States made large 
gains as housing starts nation- 
ally rose by nearly 60 percent 
from 1982's depressed level. Mar- 
kets for industrial and commer- 
cial property also improved. The 
western states reported the great- 
est increase in residential con- 
struction, and Genstar’s large 
landholdings in Southern 


Encouraged by this resurgence, 
Genstar in 1984 will begin devel- 
oping its 2,600-acre Mountain 
Park Ranch project in Phoenix, 
Arizona, and is presently review- 
ing a promising 4,000-acre proj- 
ect in Orlando, Florida. 

Revenues from land sales in 
Canada, however, were some- 
what lower than in 1982. 
Demand for building lots in 
British Columbia, Manitoba 
and Ontario was stimulated 
in the first half of the year by 
government subsidies to home- 
buyers, but the Alberta market 
remained depressed. Declin- 
ing prices and demand for that 
province's petroleum products 
have resulted in serious eco- 
nomic problems, and an over- 
supply of housing, office space 
and serviced land will not be 
quickly absorbed. Genstar’s 
landholdings in Alberta are 
well located, however, and 
were acquired for the most 
part before 1977 at relatively 
low cost. This land is expected 
to again be a significant source 
of cash flow and income once 
the economy regains its 
momentum. 

Overall, there was also sub- 
stantial improvement in 
Genstar’s homebuilding opera- 
tions. The better results pri- 
marily reflected higher levels of 
activity in Southern California 
during the second half of the 
year, as sales in Texas declined 


California benefited accordingly. = 


A major commercial parcel near 
San Diego was also sold late in 
the year. In addition, volumes 
improved significantly at devel- 
opments in Florida and Texas. 


and low demand in Alberta con- 
tinued to depress Canadian 
results. To increase sales in 
Canada, Genstar has expanded 
its production of multifamily 
structures built under contract 
for investors and institutional 
buyers. Real estate joint-venture 
projects in the U.S. also had a 
difficult year and again incurred 
losses, although at a much 
reduced level from 1982. Con- 
siderable progress has been made 
in reducing Genstar’s participa- 
tion in ventures with limited 
potential. Only about 25 projects 
remain which require any mean- 
ingful development or market- 
ing activity, compared to more 
than 50 active ventures at the 
end of 1982. 

Both in Canada and the 
United States, the company in 
1983 continued to build homes 
primarily on a presold basis and 
to reduce inventories and carry- 
ing costs. The company’s land- 
holdings declined by approxi- 
mately 3,000 acres during the 
year, while options to purchase 
land, which incur negligible car- 
rying costs, increased by about 
that same amount. Genstar’s 
inventory of serviced lots was 
also reduced by 25 percent from 
the year before, and an even 
larger reduction was made in the 
number of houses completed or 
under construction and avail- 
able for sale. As a consequence of 
these actions, net operating assets 


There was substantial overall improvement in the performance of Genstar home- 
building operations in 1983. Housing markets remained weak in Alberta, however, 
and Genstar shifted some of its production to these smaller, less expensive units, 
for which there is still strong demand. 


An increase of nearly 60 percent in US. housing starts during 1983 produced much higher levels of activity at Genstar’s large 
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landholdings in Southern California, including its 1,000-acre Bernardo Heights development in San Diego. 


declined to $494 million at year- 
end, down 32 percent from $725 
million at the end of 1982. 
Genstar also builds and 
invests in industrial and com- 
mercial properties, some of 
which it sells and others it re- 
tains ina portfolio of income 
producing real estate. In Canada, 
where commercial and indus- 
trial real estate activities are con- 
ducted primarily in the metro- 
politan areas of Calgary, Edmon- 
ton, Toronto and Vancouver, 
earnings were substantially 
higher in 1983. Income rose both 
from sales, including a large 
transaction involving a million- 
square-foot shopping mall in 
Hamilton, Ontario, and from the 
portfolio of income property, 
which has increased more than 
fourfold in the past two years. 
In the United States, several 
neighborhood shopping centers 
that had been built in joint ven- 
tures were disposed of during 
1983, and the wholly-owned 
operation that develops property 
in Northern California contin- 
ued to generate income, although 
at a somewhat lower level than 
in 1982. 


In 1984, continued improve- 
ment is expected in the man- 
agement of real estate assets, and 
Genstar will further reduce its 
investment in higher risk joint- 
venture projects. The company’s 
homebuilding divisions in both 
the U.S. and Canada will also 
perform as merchant builders, 
operating with a minimum 
investment in land and empha- 
sizing efficiency, cost control and 
the rapid turnover of assets. Over- 
all operating performance, how- 
ever, in the absence of large land 
or commercial property sales, 
might not exceed that of the year 
just ended. 

In Canada, recovery in Alberta 
is unlikely to commence before 
1985, and returns from land and 
housing sales will remain well 
below normal. Accordingly, 
Genstar will continue to keep 
new development activities at 
levels consistent with existing 
market conditions, although it 


plans to participate fully in the 
modest improvement expected 
in other Canadian markets. 

The outlook is much brighter 
in the U.S., where affordability 
of homes has increased markedly. 
During 1983, average inflation- 
adjusted gains in personal 
income were the highest in five 
years, average housing prices 
rose only slightly, and mortgage 
interest rates were appreciably 
lower than in 1982. As a conse- 
quence, the number of house- 
holds able to qualify for new 
home financing at the beginning 
of 1984 was up more than 50 
percent from a year earlier. If this 
favorable trend persists, demand 
for both land and homes in the 
U.S. should remain strong 
throughout the year, particularly 
in the growing regions of the 
South and West where Genstar 
assets are concentrated. 
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Financial Services Financial services have been 


Rental of electronic test and 


Revenes rsa: the most rapidly expanding of measurement equipment is a 
(millions) (millions) Genstar's major businesses in growing business in both the 
180 150 recent years. Since 1979, the U.S. and Canada. 


company’s investment in these 
enterprises has risen from $164 
million to $515 million at the 
end of 1983, and operating 
income has climbed from $11 
million to $148 million. Dur- 
ing the past two years, this has 
been Genstar’s most profitable 
area of activity. 

The company engages in a 
wide variety of financial serv- 
ices, most of which are consoli- 
dated within Genstar Finan- 
cial Corporation. This subsidi- 
ary, with assets of $7.4 billion, 
is structured to facilitate fi- 
nancing in various capital 
markets to support growth of 
these promising businesses. 

Genstar’s most important 
financial service activities 
include: 

Retail and commercial bank- 
ing operations. Throughout 
Canada, the company acts as a 
financial intermediary, accept- 
ing deposits and originating 
mortgages and other loans. 
The loan portfolio and other 
intermediary assets at the end 
of 1983 amounted to approxi- 
mately $6.5 billion. 

Trust services. A Genstar 
subsidiary is Canada’s third 
largest trust company, admin- 
istering $5.9 billion in assets 
for its clients. The company 
offers a full range of fiduciary 
services, including stock regis- 
tration and transfer, dividend 
disbursement, pension fund 
investment management, and 
the administration of personal 
estates and trusts. 

Mortgage banking. In the 
US., the company originates 
or purchases mortgages and re- 
sells them to institutional 
investors. It also services a 
$2.7-billion portfolio of these 
loans for its clients. 

Real estate brokerage serv- 
ices are offered through a 
nationwide network of sales 
offices in Canada. 


Shipping container leasing 
is performed on an inter- 
national scale. 

Leveraged -lease brokerage 
activities consist primarily of 
arranging lease financing for 
plants and capital equipment. 

Venture capital investment 
was Genstar’s first financial 
service business, entered into 
in 1970. Investments consist 
primarily of equity holdings 
in emerging, young high-tech- 
nology companies in the 
United States. 


Operating income from finan- 
cial services in 1983 reached a 
record level, with sales of ven- 
ture capital investments mak- 
ing the largest contribution. 
The container leasing, elec- 
tronic equipment rental, and 
mortgage banking companies 
also reported record results, 
and operating performance im- 
proved at Canada Permanent 
Mortgage Corporation, the 
Canadian banking, trust and 
real estate brokerage subsidi- 
ary. The activities of these and 
other financial service opera- 
tions are discussed in greater 
detail on pages 20 and 21. 
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FINANCIAL SERVICES 


1983 1982, 1981 
(millions) 
Revenues $159.0 $98.9 $67.3 
Operating 
Income $148.2 $84.5 $52.4 
Services: 


Retail, commercial and mortgage banking; 
mortgage lending; personal, pension and 
corporate trust services; venture capital in- 
vestment; real estate brokerage and invest- 
ment; capital equipment leveraged-lease 
brokerage; rental of electronic test and mea- 
surement equipment; container leasing. 


Offices: Location 
Type Canada U.S; Other Total 
Savings/Lending 107 4 Sia, 
Trust *18 — — *18 
Real Estate 

Brokerage **130 — — **130 
Mortgage 

Banking — 3 ] 4 
Electronic 

Equipment 

Rental oy 2 “= 15 
Container 

Leasing = 3 8 11 
Leveraged-Lease 

Brokerage ] 5 — 6 
Venture Capital 

Investment — ] — ] 
Total 209 28 LOOP 8297 


*Located at 18 of the Savings/Lending sites in- fig 


Over the past several years, 
Genstar has established a more 
stable base of earnings by increas- 
ing its involvement in financial 
services, an area that offers sub- 
stantial growth opportunities yet 
is less cyclical than many of the 
company’s other businesses. 

That strategy proved sound in 
1983, when operating income 


qj 


Genstar Container 
Corporation 


__ San Francisco 


Califormia, U.S.A. 


from financial services rose more Container leasing was one of four Genstar financial service operations to generate 


than 75 percent. This followed a 
60 percent increase the year 
before. 

Much of 1983's gain came from 
sales of venture capital invest- 
ments, which were the highest 
since Genstar entered that busi- 
ness 13 years ago. In particular, 
significant income was gener- 
ated by the sale of 1.5 million 
shares of Apollo Computer Inc., 
representing slightly less than 
half of Genstar’s holdings in that 
company. Substantial gains were 
also realized on sales of some of 
its investments in Dionex Cor- 
poration, Hybritech Inc., LSI 
Logic Corporation, and Acti- 
vision, Inc. Genstar’s venture 
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capital operation purchases 
equity positions in promising 
young companies that need capi- 
tal to reach their full potential, 
and the portfolio included hold- 
ings in more than 50 companies 
at the end of 1983. Although 
these shares have a book value of 
about $52 million, their value 

at year-end was estimated to be 
in excess of $220 million. 

Three other financial service 
businesses also enjoyed record 
earnings, including the elec- 
tronic equipment rental and 
mortgage banking companies 
which have reported increases 
every year since their acquisi- 
tions in 1978 and 1979, respec- 
tively. 


record earnings in 1983. The fleet of shipping containers doubled in size during 
the year, to the equivalent of more than 50,000 of these 20-foot units. 


Rentals of electronic test and 
measurement equipment again 
benefited from rising expendi- 
tures for research and develop- 
ment by the aerospace, defense, 
and electronics industries. To 
meet demand, additional invest 
ments were made in rental inve 
tory during 1983, and fixed asse 
including nearly 20,000 pieces 
of major equipment, increased t 
$73 million. 

The mortgage banking unit 
generally realizes its income 
from originating or purchasing 
mortgages and reselling them at 
a profit to investors and from 
fees for servicing mortgages on 


behalf of those buyers. In 1983, 
however, substantial additional 
profits were generated by selling 
about half of the loan servicing 
portfolio. That portfolio at year- 
end totaled approximately $2.7 
billion, compared to $4.4 billion 
at the end of 1982. 

Genstar’s container leasing 
business, begun in 1981, also 
reported record earnings. The 
growth was particularly mean- 
ingful since, unlike in 1982, 
results included no profits from 
the sale of tax benefits associated 
with the purchase of new con- 
tainers. Economic recovery in 
the U.S. contributed to good gains 
in trans-Pacific shipments to 
North America, and the company 
continued to expand this opera- 
tion. The container fleet more 
than doubled during the year, to 
over 50,000 TEUs (twenty-foot 
equivalent units). New offices 
were also opened in London, 
Rotterdam, and Singapore. 

Only a few of Genstar’s U.S. 
financial service businesses 
experienced difficulties in 1983. 
The leveraged-lease brokerage 
operation reported a loss when a 
change in U.S. tax law elimi- 
nated tax benefit transfers in 
most industries. These transac- 
tions had been a significant 
source of income in 1982. Also, 
the corporation sold its Northern 
California title insurance and 
escrow company which, unlike 
other financial service ventures, 
had proven to be an extremely 
cyclical business. 

In Canada, operating perfor- 
mance continued to improve at 
Genstar's largest financial serv- 
ice company, Canada Permanent 
Mortgage Corporation. Acquired 
in 198] at a cost of $288 million, 
The Permanent benefited from 
better management of its inter- 
mediary assets, from advanced 
new data systems for handling 
corporate trust accounts, and 
from improved real estate resale 
markets. The contribution to con- 


New deposit and loan plans contributed 
to asset growth and better margins at 
The Permanent, Genstar’s largest 


1982 from amortizing adjust- 
ments to assets and liabilities 
made at the time of acquisition. 
The latter primarily involved 
adjusting the book value of inter- 
mediary assets and liabilities to 
reflect market value when The 
Permanent was acquired. 

The Permanent's intermediary 
or “banking” division accepts 
demand and term deposits from 
the public and invests them in 
mortgages, personal and commer- 
cial loans, and securities. During 
the year, several new deposit and 
loan instruments were intro- 
duced, and intensified market- 
ing efforts were directed toward 
obtaining more industrial, com- 
mercial and investment mort- 
gage business. The Permanent 
also began offering “any branch” 
banking, permitting customers 
to conduct business at more than 
100 branches across Canada. 
Because of such efforts, the port- 
folio of loans and other assets 
increased to $6.5 billion at the 
end of 1983, up a healthy 12 
percent from $5.9 billion a year 
ago. Moreover, a two-year effort 


solidated Genstar earnings, how- financial service subsidiary. 


ever, was essentially unchanged 
from a year ago because of higher 
loan loss provisions in 1983 and 
a more adverse effect than in 


to improve the matching of 
maturities and types of assets 
with those of deposits eliminated 


the mismatch that had nega- 
tively affected spreads between 
interest paid on deposits and 
interest earned on assets. As a 
consequence, the average spread 
or Margin increased to 1.94 per- 
cent in 1983 from 1.61 percent 
the year before, and investment 
income rose by a third. This was 
more than offset, however, when 
loan loss provisions were in- 
creased from $7.5 million a year 
ago to nearly $33 million follow- 
ing an in-depth review of the 
portfolio. 

The Permanent’s trust divi- 
sion reported higher operating 
earnings from the fees and com- 
missions it collects for a variety 
of fiduciary services. Corporate 
fees rose when the company’s 
new computerized pension fund 
management system helped 
increase pension assets under 
administration to $3.7 billion, 
nearly double the amount in 
1982. In addition, personal trust 
fees more than doubled after four 
new individual investment pro- 
grams were introduced during 
the year. 

The greatest improvement in 
operating income occurred in 
The Permanent’s real estate bro- 
kerage division, which had expe- 
rienced a loss in 1982. A revival 
in Canada’s resale housing 
markets, improved internal cost 
controls, and increased concen- 
tration on industrial, commer- 
cial and investment property 
generated substantial income on 
the largest volume of sales in 
this division's history. This unit 
also benefited from a growing 
corporate program that handled 
in excess of 1,000 employee relo- 
cations for 83 companies during 
the year. 

In 1984, it is unlikely that 
record sales of venture capital 
investments can be repeated, and 
overall returns from financial 
services will be reduced accord- 
ingly. All other major financial 
service operations, however, are 
expected to perform at or above 
1983's excellent level. 
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Financial Summary 
For the five years ended December 31 


(millions of Canadian dollars) 1983 1982, 1981 1980 
REVeENUCS —eea tanta eee $1,826.7 $1,760.2 $2,145.9 
Operatingincomes.... 252.0 24.5 242.4 335.3 
Income (Loss) before 
INCOME taxcsueee ee 100.0 (184.7) 724 1972 
Net income (loss)........ 103.0 | (84.3) 93.8 oy) 
Per Common Share 
Net income (loss) 
Canadian method 
Basic eee eee $ 2.83 $ .(3.36)=3 — 2:405 3 ao? 
Fully diltited ayaa 272 (3.36) 2.34 4.48 
United States method 
Priinary eee DAs (3.36) Piel 4.54 
Bully dilitted aaa eee 272 (3.36) 2234 4.48 
Dividends 34745 e eee 0.65 0.90 1.80 1.65 
Booksvalucse. ea eee 22.97 20.89 243) 23397), 


Performance Measurement 


Return on net assets 


WORKS ED Eh a ese oe 12.4% 1.1% 776 16.1% 
Return on common equity. 1.203% Lo. 076} 9.8% 19.4% 
Capitalization Ratios 
Totalidebttoequityaaee 53:47 61:39 5740 49:51 
Long-term debt to equity. . 44:56 A733 40:60 40:60 
Capitalization 
Total assets? 355 eee $2,348.8 $2,660.3 $2,868.2 $2,467.5 
Deferred:income taxes as 24.5 82..1 167.8 181.3 
Long-term debte. . aaa 736.8 773.6 657.6 639.6 
Redeemable preferred : 

Shanes: aaa aaa ae 120.0 120.0 AOC) 120.0 
Convertible redeemable 

DPrereriedtsiaTcon =a 104.9 106.9 Ela 1ists 
Common shares and 

COMntribUted surplus mara: 304.3 296.8 29 lei 2600! 
Retainediearn ios aan 383.1 816°8 448.0 429.4 
Other Statistics 
(millions except employees) 

Working capital eee $ 176.4 $ 91.7 $ 136.7 $ 404.9 
Net funds generated 

(required) by operating 

ACtIVILICS 5 eee eee $ 228.0° $$ (3/.7)°5 Oe oes laws 
Capitalexpenditures se ae $-40.3:53 966.2 14752 Sere 
Common shares 

outstanding 

ACA LA: | hua. tee 31.4 30.9 30.6 302 

AVEbAC Ce oy rea 12 30.7 3055 Dae 
Average number of 

CNP lOVECS wee ee 15,1756 17, (88> 220225 lee 


1979 


$2,310.4 $1,264.6 


USS) 


190.1 
26:3 


4.31 
4.06 


4.26 
4.08 
they) 
129 


17.9% 
2220 


62:38 
53:47) 


$2,401.4 


RA 


183.9 
729.4 


120.0 
8.6 


186.1 
341.4 


305.0 


267.0 
106.1 


a7 4a 
27.3 


19,850 


Consolidated Highlights 

Net income was $103.0 million ($2.83 per common 
share) in 1983, compared to a loss of $84.3 million 
($3.36 per common share) in 1982. Net income was 
$93.8 million ($2.40 per common share) in 1981. Per 
share amounts are based on average outstanding 
common shares of 31.2 million in 1983, 30.7 million 
in 1982, and 30.5 million in 1981. 


Following are highlights of 1983 operating results in 
comparison to 1982 and 1981: 


1983 Compared to 1982 

Revenues increased overall by 4% as increases in the 
Land and Real Estate Development and Financial 
Services categories were partially offset by a decrease 
in the Building Materials and Services categories. 
All operations in Western Canada, particularly in 
Alberta, continued to be faced with depressed 
economic conditions. 


Gross profit margins improved 11 percentage points, 
and selling, general and administrative expenses 
decreased by 8%. These improvements reflect in- 
creased productivity, a 15% decrease in the average 
number of employees, and larger land and venture 
capital sales. 


Financing costs were reduced by 27%, of which 10% 
was the result of lower debt and 17% was the result 
of lower interest rates. 


1982 Compared to 1981 

1982 revenues of $1.8 billion were 18% lower than 
1981. All industrial categories, except Financial 
Services and Marine Services and Other Operations, 
were adversely affected by the general recession and 
reported significant reductions in revenues. 


Gross profit for 1982 was 17% compared to 27% in 
the preceding year. The decrease reflected depressed 
operating conditions in 1982. Major gross profit 
reductions from 1981 included: 


° $95 million of costs associated with plant closings 
and the write-down of certain landholdings and 
joint venture investments. These costs reduced 1982 
gross profit by 5.4%. 


¢ $105 million because of the reduced sales volume. 


¢ $80 million because of the reduced gross profit 
percentage. 


Cost control programs and the streamlining of opera- 
tions helped to offset lower 1982 gross profit margins 
as selling, general and administrative expenses were 
reduced by $54 million, or nearly 21%, from the 
preceding year. 


Financing costs increased 23% during 1982 because 
of higher average variable-rate borrowings. 


GENSTAR 


Operations 

The following discussion of major factors affecting 
the operating income of each industrial category 
during the three years ended December 31, 1983, 
should be read in conjunction with “Results by 
Industrial Category,” included on pages 32 and 33 
of this report. 


Cement and Lime 
1983 1982 1981 


Sales Volumes (thousands of tons) 


Cement 
Canada rane eee teen eo: 1,407 1,420 1,898 
Tne StatcSate ae eet i 524 552 804 
Tota meee was at, ark, 193119729, 702 
Lime Products 
Wnited Statesve ee te 476 526 666 
Production Capacity Utilization 
Cement 
Cansdageewe ey ee tes 46% 46% 62% 
WN ited Sates. Mae ys, 44 46 64 
Lime Products 
Ta mItecde States: nok... s ecm: 45 4] 5) 


The decrease in volumes and resulting lower utiliza- 
tion rates of production facilities is a direct result of 
the unfavorable economic conditions affecting the 
western regions of Canada and the United States in 
1983 and 1982. 


All production facilities have operated on a reduced 
scale in response to an excess of production capacity. 
One of the two cement plants in California was not 
operated in 1983 as the product could be more 
efficiently manufactured from one plant. 


Gross profit margins improved slightly in 1983 over 
1982, but in both years the margins were below 1981 
levels. The high fixed manufacturing cost content of 
these facilities requires utilization in excess of 
present levels to achieve historic returns. 
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Financial Review 
(continued) 


Concrete, Aggregates and Construction Services 


1983. 1982 1981 
Sales Volumes of Major Products (millions) 
Goncrete (cubic yards)). 2 — 1.4 ine De 
Ageregates||tOns) manner emt 20.6 20.6 24.4 
Concrete blocks 
(standard nits) mera 12.4 14.3 21.4 


The general decline in the construction industry in 
Western Canada was the cause for the decrease in 
volumes year over year. Volume in the United States 
was higher than in the previous years, however, 
benefiting from a strong regional economy in and 
around Baltimore, Maryland, and from new produc- 
tive capacity. A return to historic volume levels is 
dependent on the Alberta economy improving, as 
the company has a substantial presence in that 
province. Certain marginal operations in Eastern 
Canada and the United States were disposed of in 
1983. 


Gross profit margins improved in 1983 over 1982 
primarily as a result of new automated production 
facilities in the U.S., but they remained below 1981 
levels. Although margins are volume sensitive, the 
more significant factor in 1982 was that cost increases 
could not be passed on to customers in Western 
Canada. 


Heavy construction activities were substantially 
completed in 1983, and anticipated losses have been 
accrued. Any recovery from the substantial claims 
which have been filed with project owners will be 
included in income when received in the future. 


Building Supplies 


1983 ee oS 2a ol 


Sales Volumes of Major Products 
Gypsum products 
(billions of square feet) 


Roofing (thousands of tons) .. . 649 657 698 
Number of wholesale supply 

centers.atveal-end naa. eae 16 1G 39 
Production Capacity Utilization 
Gypsum products: a an eae 73% 64% 70% 
Roolingensane a err 52% 50% 49% 


The building supplies category experienced signifi- 
cant changes as 1983 progressed. Gypsum wallboard 
volumes began to increase, idle capacity was started 
up, and product prices rose. Roofing activities, on 
the other hand, remained depressed with low prices 
and significant excess production capacity. The 
growing waste management and resource recovery 
operations are included in this category. In 1983, 
these operations were profitable after small losses 

in 1982 and 1981. 


The improved gross margins in 1983 were princi- 
pally price related. Gypsum margins improved 50% 
in 1983 over 1982 levels. Roofing margins did not 
improve, however, as prices remained depressed. 
1982 margins were adversely affected by $20 million 
of costs of closing excess facilities. 


Marine Services and Other Operations 

Revenues in 1983 were 22% below those of both 1982 
and 1981, as reduced shipyard work and lower 
revenues from long-distance international towing 
accounted for most of the decline. Revenues from 
domestic towing services were 8% higher than in 
1982, 


Gross profit margin decreased to 18% in 1983 from 
21% in 1982 and from 32% in 1981, partially because 
of lower marine revenues, but also because of losses 
from the company’s investment in a chemical manu- 
facturing joint venture. Genstar’s share of the 
venture's loss was $3.5 million in 1983, compared 

to $0.7 million in 1982 and income of $3.4 million 
in 1981. 


Land and Real Estate Development 


1983 1982 1981 
Sales Volumes 
Residential Units 
Canada 2-4. ae eee 944 1,259 1,684 
Wnited Statesa oes 5 ee 1,061 1,190 1,729 
Totalnis so eee eee 2,005 2,449 3,413 
Residential Building Lots |. 
Canada ere ka ee mene 1,761 998 2,213 
United States. = ee eee 1,809 386 390 
Ota Lee Paes ie be de eee a 3,570 1,384 2,603 
Land (acres) 
Canada be etre ere eae 1321 746 2,638 
WnitediStatess.eeer oie 1,310 -<343eise2 
otal: See nee eee eee 2,631 1,094 3,470 


The decrease in sales volume of residential units in 
1983 reflects the company’s policy of building to 
specific market demand. In 1982, the decrease was 
principally the result of poor economic conditions. 
The volume increases in both building lot and land 
acreage sales were the result of an aggressive effort to 
reduce inventories of land, some of which had been 
consolidated in 1982 upon the failure of several 
partnerships in the United States. 


Results in 1983 include the sale of a large shopping 
center complex in Southern Ontario and the sale of a 
major land tract in Southern California. In 1982, 
reserves of $63 million were charged to income. 
These reserves reduced the carrying value of certain 
landholdings and real estate joint ventures. 


Financial Services 

Revenues of the financial services category consist 
principally of the equity income of Genstar Finan- 
cial Corporation and some sales of venture capital 
investments. Revenues in 1983 were $159 million, 
compared to $99 million in 1982 and $67 million in 
1981. The increases are the result of improvements 
in the operations of most financial services subsidi- 
aries and the high level of venture capital sales in 
1982 and 1983. 


Operating income was $148 million in 1983, com- 
pared to $85 million in 1982 and $52 million in 
1981, including $88 million, $24 million and $29 
million, respectively, of operating income from ven- 
ture capital sales. A portion of Genstar's share- 
holdings of Apollo Computer Inc., Activision Inc., 
Masstor Systems Corporation and LSI Logic Corpora- 
tion were sold in 1983. At the end of 1983, the value 
of the remaining investment in these publicly traded 
shares was $183 million, compared to Genstar’s cost 
of approximately $11 million. 


Operating performance of Canada Permanent Mort- 
gage Corporation was much improved in 1983, but 
the contribution to consolidated operating income 
was approximately the same as in 1982. Loan loss 
provisions and the effect of amortizing acquisition 
adjustments to assets and liabilities were greater in 
1983 than in 1982 and offset the improvement in 
operating performance. The adjustments resulted 
from the restatement of the assets and liabilities of 
Canada Permanent to market value at the time of 
acquisition. Accounting rules require that the adjust- 
ment be amortized over the life of the respective 
assets and liabilities. Canada Permanent was 
acquired in August 1981, and income for only a 

part of that year was included in consolidated results. 


Mortgage banking, electronic test instrument rental 
and container leasing operations all produced 
increased operating income in each of the last three 
years. In 1983, the mortgage banking division bene- 
fited from the sale of $1.8 billion, or 42 percent, of its 
mortgage servicing portfolio. The other two compa- 
nies are growth oriented and have increased in size 
significantly in the last two years. 


The financial position and results of operations of 
the financial services subsidiaries included in 
Genstar Financial Corporation are summarized in 
Note 5 to the consolidated financial statements. 


GENSTAR 


Financing Costs 
1983 1982 1981 
Interest Expense (millions of dollars) 


Long-termidebtaayae ee 1: 88 o2 86 
Short-termidebtr a oes G40 Pe liy 84 


$152 $209 $170 


Total interest expense decreased by 27% in 1983, and 
short-term interest decreased by 45%. Both short- 
term and total interest expense had increased sub- 
stantially in 1982. The effect of the $273 million 
reduction in short-term debt was further enhanced 
by a decline in the company’s borrowing rates. 
Through the use of bankers acceptances and LIBOR 
(London Inter-Bank Offering Rate) instruments, the 
company was able to keep its effective short-term 
cost of funds rate below bank prime lending rates. 


At December 31, 1983, total borrowings were $1,056 
million, of which $570 million or 54% was at vari- 
able interest rates. Total debt at the end of 1982 was 
$1,366 million, of which $843 million or 62% was 
at variable interest rates. 


Bank Lines of Credit 

Average short-term borrowings were $420 million in 
1983, down 36% from $660 million in 1982. Peak 
short-term borrowings were $480 million in 1983, 
well below the $750 million peak in 1982. 


The company has lines of credit with all major 
Canadian banks. At December 31, 1983, $537 mil- 
lion of Canadian bank lines were committed to July 
1985, and the remaining $237 million were demand. 
In addition, the company had a committed bank line 
of $37 million at December 31, 1983, with a consor- 
tium of European banks. 
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Financial Review 
(continued) 


The reduction in total bank lines of credit reflects 
the company’s declining need for bank credit during 
1983. As can be seen on the accompanying chart, 

the company’s utilization of credit facilities has 
declined more than the available lines of credit. 


Bank Lines of Credit 

(millions of dollars) 

[Total Credit Available 

@ Average Short-Term Borrowings 
(% of Credit Utilized) 

1,500 


1,200| 


900| 


600] ps 


(69%) 


300 


Three 3/31 6/30 9/30 12/31/3/31 6/30 9/30 12/31 


Months 1982 1983 
Ended 


Performance Measurement 

The company places great emphasis on the impor- 
tance of measuring operating performance in order 
to help determine the business investments which 
will ensure a strong and viable future. Both inter- 
nally and externally, various measures of perfor- 
mance have been used to compare efficiency and 
profitability between divisions of Genstar and 
between Genstar and its competition. 


The measure of performance that the company has 
used both externally and internally is return on net 
assets (RONA), a measure of operating income as a 
ratio of capital employed. 


The accompanying graph indicates that perfor- 
mance in 1983 was much improved from the recent 
past, but was below the levels achieved during the 
1970's. In view of the low rate of inflation in 1983, 
the company believes that the quality of perfor- 
mance in 1983 was better than in the past several 
years. RONA was 12.4% in 1983, up significantly 
from 1.1% in 1982 and 9.9% in 1981. 


Return on Net Assets (Pre-tax) 
20% 


15% 


10% 


5% 


ox 


0% < 
1611 *18-79:- 80 82 


*excluding the net assets and operations of The Flintkote 
Company which were acquired effective December 31, 
WAS). 


Return on common shareholders’ equity was 12.3% 
in 1983, compared to (16.0)% in 1982 and 9.8% in 
1981. 


Liquidity 

The company’s success in reducing total debt by 
more than $300 million during 1983 represents a 
major improvement in the company’s financial 
strength. Lower interest costs contributed directly to 
current earnings improvement. Moreover, lower debt 
levels permit greater flexibility in meeting financing 
requirements for operations, capital improvements 
and expansion, which contribute to future income. 
The company was able to achieve this reduction 
without the sale of any of its strategic assets. 


The reduction in debt was principally the result of 
improved earnings, reduced investment in receiv- 
ables and inventories, and the completion of the 
financial services reorganization begun in 1982. 


Operating activities generated $228 million through: 


* improved income levels in most operations. Sales of 
venture capital investments were a significant source 
of funds. 


* aggressive marketing of inventories, particularly 
properties acquired from joint ventures which were 
consolidated during 1982. Many of those properties 
had been heavily leveraged. 


¢careful monitoring of levels of receivables and 
other current account balances. 


Changes in turnover statistics reflect the results of 
these actions: 
1983-19382 1981 


Current Assets (days) 
Accounts receivable turnover . 52 58 64 
PyeMtOry CUINOVEr .. 22 ..+ 3 137 164 162 


During 1983, the reorganization of the financial 
services businesses under a new holding company 
called Genstar Financial Corporation (GFC) was 
substantially completed. GFC had been formed in 
late 1982, consisting of most of the company’s finan- 
cial services subsidiaries, including Canada Perma- 
nent Mortgage Corporation. One of the company's 
intentions in creating GFC was to make this group of 
subsidiaries into a free-standing, self-financing 
operation. This aim was achieved in 1983, when 
GFC was able to repay most of the remaining inter- 
corporate debt to the company from its own 
resources. 


Outlook 

The company expects some further improvement in 
liquidity as operations respond to the economic 
recovery. Several specific sources should assure the 
company of an adequate flow of funds: 


* Operations should continue to generate a positive 
flow of funds, although future inventory reductions 
will not be as large as in 1983. 


¢ Sales of venture capital investments should also 
provide substantial funds. Market value of the 
company’s investments in publicly traded companies 
exceeded cost by more than $170 million at 
December 31, 1983. 


¢ Genstar Financial Corporation should continue to 
generate increased income. GFC will distribute 
approximately half of its income to the company 
each year. 


* As operations and debt levels improve, the 
company’s financing flexibility, through the issue of 
either debt or equity, should improve. In anticipation 
of this possibility, the company has filed a “shelf” 
registration with the US. Securities and Exchange 
Commission for the potential issue, by November 
1985, of as many as 3,000,000 common shares. 


GENSTAR 


Capitalization 

The principal components of the company’s capital 
base are borrowed funds, deferred revenue and 
income taxes and shareholders’ equity. The ratio of 
total debt to equity was 53:47 at the end of 1983, a 
significant improvement from 61:39 at the end of 
1982 and 57:43 at the end of 1981. The company 
believes that in times of low actual and anticipated 
inflation rates, the amount of debt in the capital 
structure should be lower than the present level. 
As a consequence, in November 1983, the company 
filed a preliminary registration statement with the 
US. Securities and Exchange Commission for the 
issue of up to 3,000,000 common shares in 1984 and 
1985. The required information has also been filed 
to permit Genstar to issue additional shares in 
Canada on short notice. 


The Securities and Exchange Commission requires 
that capital stock with mandatory redemption pro- 
visions be reported separately from other elements of 
shareholders’ equity and be considered as debt in 
computing balance sheet ratios. This approach 
ignores the respective rights of the holders of these 
shares and, in particular, holders of convertible 
shares. Using these guidelines, Genstar’s total debt- 
to-equity ratios would be 65:35 in 1983, 72:28 in 
1982, and 68:32 in 1981. 


Income Tax Considerations 

for U.S. Individual Shareholders 

Dividends are paid in Canadian and US. dollars 
and other currencies depending upon the residence 
of the shareholder. Dividends paid to United States 
resident shareholders in 1983 were subject to a 15% 
withholding tax. Generally, dividends received by 
United States citizens or residents are subject to US. 
income tax on the amount of the dividend, but 
either a credit or a deduction for Canadian tax 
withheld may be claimed. Because Genstar is not a 
United States domestic corporation, the partial 
exclusion of dividends received by individuals from 
domestic corporations is not available. 
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(continued) 
Share Capital Below is a summary of shareholdings of the company, 
Genstar’s voting share capital consists of 31.4 mil- which shows that the number of shareholders 
lion common shares and several series of preference declined during 1983 and that Canadian resident 
shares. At December 31, 1983, 88% of the voting shareholders owned approximately 44% of voting 
shares were registered, and the balance were in shares and represented 76% of Genstar’s registered 
bearer form. shareholders. 
Shareholdings 1983 1982 
Shareholders Shareholdings Shareholders Shareholdings 
Number % Shares % Number % Shares % 
(millions) (millions) 
Common & Voting Preferred 
Gatad ai, 2. eae ee nee AST ea at oe O71 76 15.5 44 11,416 1 15.4 44 
DWinited States oa< meee tee yea eer ree 2,819 23 10.8 31 3,341 2D, 9.8 28 
BOQTCE srr 3 co es heer rn, ore a ae eae e 4.4 12 be 4.7 14 
Others ee ee eet ee ee ee 158 1 4.5 13 176 ] 4.8 14 
12,148 100 o0e2 100 14,933 100 34.7 100 


*The ownership of bearer shares is unknown. 
Common share trading volume increased in total and in the U.S. markets and decreased in the Canadian 


markets. Following is a five-year summary of common stock trading volume and price information: 
Common Stock 1983 1982 1981 1980 1979 


Trading volume 
(millions of shares) 


Canadas. ait. aw hie eee er 6.8 8.9 5.0 6.8 4.8 
UnttedsStatess <9) eee eee 15.3 3 Wes 5.6 it 
Other): SU eee 0.2 Ol O22 0.9 0.9 
22.3 20.3 125 133 6.8 

Price ranges) see $3834-204%4 $2434-8% $4234- 183% $47-25 $2734- 18% 
Closing price, 7 December. an eee $31.00 $20.25 $23.38 $38.63 $25.87 
BookValite, Decem bers 1a aa ares $22.97 $20.89 $24.31 $23.97 $19.29 


*Toronto Stock Exchange 

Quarterly trading volume and price range information for 1983 and 1982 is included in Note 18 to the 
consolidated financial statements. Common shares are listed on the New York, Pacific, Toronto, Montreal, 
Alberta and Vancouver stock exchanges and the Brussels, Antwerp, Zurich, Geneva, Basel and Luxembourg 
bourses. Four series of preferred shares are also traded publicly. 


Joint Ventures The table entitled Joint Ventures indicates that both 
As described in Note 3 to the financial statements, the land and real estate and the manufacturing and 
the company carries out substantial business through construction groups of joint ventures operated at 
corporate and unincorporated joint ventures, in losses in both 1983 and 1982. As markets improved, 
which ownership interests range from 12.5% to 50%. especially in the United States, and financing costs 
The partnerships had total assets of $625 million at declined, the company’s share of losses for land and 
the end of 1983, and Genstar had invested $49 real estate joint ventures was reduced by two-thirds 
million for its ownership interests. from that of 1982. The company’s losses from manu- 

ce facturing and construction joint ventures increased 
Total assets of the joint ventures declined by $127 slightly from the 1982 level, however. This was 
million or 17% during 1983. This decline was principally caused by a large hydroelectric construc- 
primarily due to the company’s efforts to dispose of tion project in British Columbia which has experi- 
investments which perform below expectations. enced considerable cost overruns. The venture, in 
Only $30 million of the decline in 1983 is the result which Genstar has less than a 20% interest, has now 
of the consolidation of joint ventures for which the been substantially completed, and no significant 
company assumed operating control. In 1982, the further losses are anticipated. 


company was required to assume control of joint 
ventures which had approximately $160 million in 
assets. 


Joint Ventures 


Financial Position 
Assets 


mecounts receivable and other. 2... ... 2-22... ce 
MUU AETCOGL OC OR Peet ere. re Md Bor a ly Sena ee 
SN ACRE IESE) the ee ee), OMe a ol Ut Ons ne 


Liabilities and Equity 


Short-term borrowings and construction loans ........ 
PE RVESAII AY ADIC ererty ts Soe. Sr th ea 
0 EP UST TANG (2) a Pe ec ee 
amity and advances by other partners... -........... 
i aoityeand.advances by the company................ 


Operations 


UNG SURPORE ET Wee Gor DS hays 2 Ms ein a SRR 
Co STS Oa ne es ee a 


MreeeMeTOre INCOME taX€S 6 a os ke ee ee 


Genstar’s share of loss before income taxes.............. 


Inflation 

As in prior years, Genstar has responded to the 
current economic environment with aggressive pro- 
ductivity and asset/liability management. These 
actions were aimed at improving future returns by 
disposing of marginal assets and, accordingly, were 
compatible with actions necessary to reduce finan- 
cial exposure to the effects of future inflation. 
Genstar does not use discrete internal inflation mea- 
surements but, instead, uses historical basis forecast- 
ing and strategic planning procedures to address all 
anticipated future business effects, including those 
of inflation. 


Inflation-Adjusted Results 

The information included in Note 19 to the consoli- 
dated financial statements restates certain balance 
sheet and statement of income items for the effects of 
inflation using methods prescribed by financial 
accounting authorities in Canada and the United 
States. 


After providing for preferred share dividends, the 
current cost income per share was $0.07 in 1983, com- 
pared to a loss of $6.65 in 1982. The per share 
amounts do not include the gain resulting from the 
decline in purchasing power of net liabilities which 
amounted to $53 million or $1.70 per common share 
in 1983 or the Canadian “financing adjustment” 
which amounted to a further $35 million or $1.11 
per common share in 1983. These items represent 
the portion of inflation borne by lenders and not by 
Genstar shareholders. In our view, these amounts 


sae Ngee a7 — 35.7 34.6 41.6 34.6 


Se 112.4 132.2 50.7 Bop Osa) ely ot 
yoriee: 32.6 26.8 
es ae 46.4 67.1 


GENSTAR 


Manufacturing, 
Land and Construction 
Real Estate and Other To 


tal 
1983 1982, 1983 1982 1983 1982 
(millions of dollars) 


PH) 6329 9 9425 002 1227-08 9169.1 
448.4 536.0 12.5 11.8 460.9 547.8 


$482.1 $ 604.9 $ 142.4 $ 146.6 $ 624.5 $ 751.5 


291-07 337.4° | 63.9 Abs as Yl Ee eevee 
33.7 41.4 44.6 64:3 78.3 105.7 


Alms us P igaolga 
OG 40.00 76.7 


$ 482.1 $ 604.9 $ 142.4 $ 146.6 $ 624.5 $ 751.5 


(19.4) 
2.6 


OS 144.3 163.9 172.3 172.7 316.6 336.6 
Mia 155.8 


917.6 224.5 2234.9 380.3 442.5 
$ (11.5) $ (53.7) $ (52.2)$ (52.2)$ (63.7) $(105.9) 
$ (13.0)$ (39.2)$ (9.8)$ (7.1) $ (22.8)$ (46.3) 


represent a reduction in financing costs and should 
be netted against interest expense in calculating 
inflation-adjusted debt cost. Income adjusted for the 
effects of inflation would be higher than historic cost 
income in the 1981-83 period shown if the effects of 
the holding gain and financing adjustment were 
included. 


Inventories and fixed assets on a current cost basis of 
$2.1 billion in 1983 and $2.4 billion in 1982 were 
49.0% and 46.5% higher than the respective historic 
cost amounts. The slight increase in the inflationary 
value of assets in 1983 is primarily related to the 
specific price changes in the company’s assets, which 
were 28.7% lower than general inflation in 1982 but 
were equivalent to general inflation in 1983. This 
indicates that the current cost of the company’s in- 
ventories and fixed assets did not increase in value in 
line with the 5.8% average registered by the CPI. Al- 
though part of this difference is illusory as it results 
from applying a Canadian index to United States 
assets when 1983 general inflation was only 3.2% in 
that country, the balance is indicative of a slightly 
higher cost to maintain “operating capability’’ 


Capital Stock and Retained Earnings on a current 
cost basis were equivalent to 174% of historic cost 
amounts, down from 185% at the end of 1982. 
Including the effects of all convertible shares and 
debentures, current cost equity per common 

share was $52.69 in 1983, compared to $52.78 in 1982. 
This large unrealized appreciation supports the 
underlying strength of the company’s assets. 
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INDUSTRIAL CATEGORIES 


Equity Income 

Included in third party revenues is the company's 
share of the income or loss of joint ventures, subsidi- 
aries and investments accounted for on the equity 
basis. In 1983, $14 million of such losses are included 
in the revenues of the land and real estate develop- 
ment category, compared to $44 million in 1982 and 
$10 million of income in 1981. Revenues of the finan- 
cial services category include $91 million of equity 
income in 1983, compared to $58 million a year ear- 
lier, and $21 million in 1981, and $4 million of losses 
are included in the 1983 revenues of the concrete, 
aggregates and construction services category, com- 


pared to $5 million in 1982 and $2 million in 1981. 


Net Operating Assets 

Net operating assets are calculated by deducting non- 
interest bearing liabilities, except for income taxes, 
from the identifiable assets of each category. General 
corporate assets are allocated to each category. 


Pre-tax Operating Return on Net Assets 

Pre-tax operating return on net assets is the perfor- 
mance measurement obtained by dividing income 
before interest and income tax expense by net operat- 


Identifiable Assets by Industrial Category 


(millions of dollars) 


@Gementandshimes. an eee ee 
Concrete, aggregates and construction . . 
Building supp licsemene: 2 seen ee 
Marine services and other operations . . . 
Land and real estate development 
Financial services 
General corporate 


oy) tof vel wis. te) (stave™ .6., 6, Wei “stil sysie| miele a Vemise: aa 


) Vie ses 0) re etarey ovmic) Leite ei— oly ie\ Ls) cs) eigne 


$2,868.2 $2,467.5 $2,401.4 


Capital Expenditures by Industrial Category 


(millions of dollars) 


@Gementandinice. at 
Concrete, aggregates and construction .. 
Building supplies 
Marine services 
Other 


Ue ee ens MD ery) ate Ol atte Ot eG 
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ing assets. 

1983 1982 1981 1980 1979 
498.2 520¥ 548.3 5 dak 5143 
268.7 330.9 428.9 403.2 476.5 
290.8 Doon Ooo” eevee) 339.5 
101.1 US Rs 132.0 156.8 150.6 
608.6 788.2 887.3 Tied 72224 
537.3 Doon 479.9 198.6 16226 

44.1 61.4 57.9 a220 oS 
348.8  $2,660.3 

1983 1982, 1981 1980 1979 

6.5 2137 58.6 90.2 53 
10.7 Ie 45.1 O20 ol4 
PACT 20.4 IRS es) 3o435 As 

fe) Ot DOL. 10.7 9.2 

Wed! 7.4 8.8 4.8 8.1 

$40.3 $66.2 ni ABT) ce) S17 2.2 $106.1 
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Financial Data by Geographic Area 


(millions of dollars) 1983 1982 1981 1980 1979 
Revenues 

Meeaca.and other... .........06-225 720.2 845.0 1,068.2 980.3 961.0 
MRIIPCC SLATES. 2... vi. gcc es ee ew nes 1,106.5 915.2 Oa. 330s 303.6 
ee ee eR) ee $1,826.7 $1,760.2 $2,145.9 $2,310.4 $1,264.6 
Operating Income 

Mam@adacand Other... <. eae ee che le 116.5 eh3} DIR A| 170.6 youn 
rect AtCS ke a i ns ow wells 135.5 (98.8) 20.3 164.9 76.6 
ol a ee Sa) 2 pee eee enon 4 48 $3355 $955.3 
Identifiable Assets 

Memeaarand Other... a 23a es ee hcesce eh 1,130.4 1,246.5 1,470.9 1,074.4 1,066.3 
MINCE ESCALCS 2 ok bk dd ee cw 1,218.4 1,413.8 39773 393.1 lkgereto rsh 
EN ee is ee rs $2,348.8  $2,660.3 $2,868.2 $2,467.5 $2,401.4 


RESULTS BY INDUSTRIAL CATEGORY 
For the five years ended December 31, 1983 
(millions of Canadian dollars) 


Revenues 
Third Inter- 
Party Category 


Cement and Lime 


Manufacture of normal portland cement and oil well, high early- OSS ieee ae eee 196.2 29.4 
strength, masonry, sulphate-resistant, potash and other specialty 19895 C12 oe aa 196.6 36.3 
cements. Manufacture of high-calcium and dolomitic quicklime 198] a7055 4.7 
and hydrated lime, and various crushed limestone products; | 70 5 : : 
1980s lana ca keene Sloe 45.4 
LOO Ts SO ere Pres 141.3 40.8 
Concrete, Aggregates and Construction Services 
Production of ready-mix concrete; precast and prestressed concrete 1986 rc eee ee 480.9 6:2, 
components; concrete blocks, pipe and railway ties; bituminous 198)3 te ee 567.6 7.5 
concrete/asphalt; calcium carbonate products; and home repair Cah 612.9 559 
products. Production of classified sand, gravel, standard andlight- 4794--------+-::+:+::: , C 
weight aggregates, crushed stone and gypsum rock. Municipal and LOSUN: Fowt et teeaa ee ates yee | 
real estate subdivision servicing and heavy construction. 1079 ve a Gee ere 398.4 61.8 
Building Supplies 
Manufacture of gypsum wallboard; roofing products, including 1083 ara ane en ae ee A521 1, 
asphalt shingles and rolls, liquid tar-based coating, felt and paper- 1989 Vit an eee en oe oe 47953 1.6 
board; asphaltic adhesives; recycled rubber for asphalt paving and 8 4] 12 
rubber products; concrete admixtures. Wholesaling and distribution LOST ee rene 374, . 
of construction materials to builders; sanitary landfilling and [980 OOS Pe ee 2 >, eee 606.6 1.8 
methane gas recovery; sludge disposal. 1070s Ser og 39.9 or 
Marine Services and Other Operations 
Tug and barge transportation of logs, wood chips, pulp and paper, LOS Sink eee eee ies 119.1 3.0 
lumber, limerock, aggregates, petroleum products, chemicals, 1989 eee oe eae 154.4 7 
trucks, containers, railway cars and large heavy-lift modular cargo. 1.7 
Shipbuilding and repairs; salvage; ferrying; berthing; lighterage; 198 Love Oe Oe ete rene 153.7 : 
pollution control. Chemical and fertilizer manufacturing, and sale 1980. 2h ee ese 16721 ey, 
of commercial revenue properties in 1979. 1979 19329 1.5 
Land and Real Estate Development 
Development of residential, commercial and industrial land. ROSS red hat nee a ee es 419.4 a) 
Development and construction of single-family homes, duplexes, 1982 2709 9.4 
townhouses, shopping centers and warehouses; realestatejoint- = yao, }»}} © AG : 4 0) 
venture financing. 198 1 eo jad to: ie! ce paeleen, (02 sol “s)) 01) re\ea's Ws 9 
fe Over. See Se eee 604.8 —_ 
LOT Oise Ree eae 478.1 — 
Financial Services 
Retail, commercial and mortgage banking; mortgage lending; LOSS Sine Ph newts The 159.0 = 
marine financing; personal, pension and corporate trust; venture 1982 98.4 5 
capital investment; capital equipment lease andresidentialreal = 8 4A5, 9° °° 770000 CCC ; ; 
estate sales brokerage; rental of transportation containers and 1S Lean ce at 67.3 
electronic test and measurement equipment; property-casualty TOS Me se eae ee ere 59.5 ied 
insurance. 1979 1337 — 
Corporate and Unallocated Items 
Certain corporate revenues, cost of sales, depreciation expenses OSS eae te ep es = = 
and net assets are allocated to the industrial categories. OSD. cates oa el aoe ata = 
LOS Me Rote ne artes _ — 
ihe Wee = = 
LOO eet ene nae — _ 
Consolidated 
Inter-category revenues are at market prices and must be deducted L983 Wr hee eee ee 1,626.7 39.9 
from cost of sales and total costs and expenses (on adjoining page) 1982, 17602 57.0 
A AL eer ei Aa raemehcy See Ne by heW Ain ota penke es Grdrcsd!6 -6 ; : : 
to calculate costs and expenses in the consolidated statements of 
income. ; 1981 Yo Gp GG aca te.0 SN Oe eheD en 2145.9 103.7 
LOSO So icewne Sone serene, 2,310.4 1021 


GENSTAR 


Costs and Expenses Pre-tax 

Cost Selling, Depreciation Return on 

of Generaland Depletion and Operating Net Net Assets 

Sales Administrative Amortization Total Income Assets (percent) 
BOs iD 2125 26.9 205.9 19.7 486.2 AS peo ee sh rae 1983 
164.7 23.8 24.3 TOA: 20.1 488.0 AS BOG ar PS hes 1982 
206.6 DD, 2225 svar, 58.9 507.0 PL OR al ere ieee aoe 1981 
208: 1 DEES 22.6 309.8 50.8 466.6 LOR eee ere ee re 1980 
130.4 |b a Mal 148.6 33.5 IBA® 1355 Re ee ae 1979 
400.1 44.5 WES 462.1 25.0 202.4 | Pet: Raa nai eat Bcd n aid 1983 
481.1 43.8 18.9 543.8 31.3 239.0 NES Fl Res lect mee ie ae Oe rege 1982, 
B17 2 do.0 27.8 598.6 69.5 2O7 3 Lose iy Me ore nee 1981 
487.1 44.8 27.4 50923 50.0 SNe: 54 Pee ar eee 1980 
374.9 210 18.5 420.4 39.8 196.4 20:30, eee Toe 1979 
386.5 36.6 LSsO 438.6 14.7 2.58.4 oi Me Be ee 8 od, ee 1983 
453.8 45.4 lee) 516.7 (42.8) Doles (TSS) ares Kote: 1982, 
oo! Btonih 16.9 604.3 (29.0) IHEP) (OIG) Biewiest sete c en teen 1981 
2720 duly) 14.0 592.0 16.4 294.1 Hoy eee RN Sener 1980 
24.3 ev 1.0 28.4 TMS Ser oO Aare See ee Wane: 1979 
100.2 eo 7.6 PSs? 6.9 79.2 oi Mig tele eee te te Se 1983 
23.9 19 14 13922 16.9 94.9 LS eee eaten Se 1982 
105.2 8.3 8.4 De 33.5 102.5 SLe pees Paw ee ee 1981 
DS. 9.7 10.4 138%0 30.5 134.4 SHAE & See oie es Denes: 1980 
I3o.6 8.9 10.6 Looe! 39.6 139.8 Os) Se ese eee ae 1979 
304.7 46.5 1.9 Coon! 66.4 493.5 | bes ies ee eee nr ace ae 1983 
28155 52.0 DEI S50W, (55.9) 724.6 Wal ly OE ee enn eee 1982 
299.1 64.0 Det 365.8 104.5 790.0 Re, as aa eee een 1981 
Boot! 54.4 Die A2eo 1925 668.6 Drape hl VER Gs Aeet ch tee eee 1980 
290.) 49.1 Ley 344.5 133.6 623.7 DA he. S| a ae ee 1979 
7.6 2d 9 10.8 148.2 5144 2OOe eI re ee 1983 
12.0 lege 7 14.4 84.5 ape ee) | WaNl die a ie aa 1982 
10.8 3.6 > 14.9 52.4 468.1 hi 2 eee 1981 
O07 3.0 4 34.1 26.5 192.1 La See ok ee ie A ok ate. 1980 
1D) 29 2 2.4 Me 164.3 Ce ee TT na eee. 1979 
5 28.4 — 28.9 (28.9) a ——we Tce ee, Bs ee 1983 
af 28.9 a= 29.6 (29.6) — em, er BL ay. eae t, 1982, 
o.0 44.4 — 47.4 (47.4) — Ca 2 eee ae 1981 
Rl 30.0 — Ole (31.1) — Se eee 1980 
(2.9) 16.9 = 14.0 (14.0) — co peas? See de ee ek 1979 
$790/.1 187.2 40:3 1,614.6 252.0 2,034.1 | PA A, SI ne ch a ee 1983 
Poly 204.1 70.9 Leh 24.5 Dou lel bon ee Pee ee a eA es 1982, 
1,670.6 257.8 78.8 2007 2, 242.4 DASS.O 7 Ae Me oe 1981 
779.0 22) .4 peD DOLLA 335.4 2,081.1 16s ae See et ee aches, 1980 
Fe bere) 117.0 39.1 1,113.4 25970 1 A278* | WA sala aes oA Tae ee eee 1979 


*Excluding the net assets of The Flintkote Company which were acquired effective December 31, 1979. 
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


For the years ended December 31, 1983, 1982 and 1981 


The following accounting policies conform with 
those generally accepted in both Canada and the 
United States. 


Consolidation 

Subsidiaries are consolidated either from the date of 
acquisition on the basis of purchase accounting or 
retroactively on the basis of pooling of interests 
accounting. Financial services subsidiaries are 
accounted for on the equity method because their 
financial structure and operations differ signifi- 
cantly from the company’s other businesses. 


Investments in joint ventures are accounted for on 
the equity method. 


Foreign Exchange 

Assets of subsidiaries for which the functional cur- 
rency is the United States dollar and related liabili- 
ties are translated into Canadian dollars at the 
year-end rate of exchange, while revenues and 
expenses are translated at the average exchange rate 
for the year. Unrealized balance sheet translation 
amounts are maintained as a separate balance sheet 
account until such time as foreign currency amounts 
are realized in Canadian dollars. Amounts denomi- 
nated in foreign currencies other than the United 
States dollar are translated at historical exchange 
rates for non-monetary items and at the year-end 
exchange rate for monetary items, with translation 
fluctuations included in income. 


Inventories 

Inventories are valued at the lower of cost or net 
realizable value. Cost of manufactured goods is 
determined principally at average on the first-in 
first-out basis and includes all direct overhead 
except depreciation. Cost of land and housing inven- 
tories is determined on a specific item basis and 
includes services such as roads, sewage and water 
systems on land under development. 


Land inventories are those parcels which are expected 
to be sold within the five-year operating cycle of the 
land development business. Other parcels are classi- 
fied as development land. 


Investments 
Portfolio securities are stated at the lower of cost or 
net realizable value. 


Fixed Assets 

Properties, plants and equipment are stated at cost. 
Expenditures for additions, improvements and 
renewals are capitalized and expenditures for main- 
tenance and repairs are charged to income. When 
assets are sold or retired, their cost and accumulated 
depreciation or depletion are removed from the 
accounts and any gain or loss resulting from their 
disposal is included in income. 


Depreciation of plants and equipment is provided by 
annual charges to income on the straight-line 
method based on estimated useful lives ranging 
from 20 to 40 years for plants and from 5 to 25 years 
for equipment. Mobile equipment depreciation is 
based on time utilization after allowing for esti- 
mated salvage value. Depletion of quarries and 
gravel deposits is calculated on the unit of extraction 
method. 


Revenue Recognition 

Revenues from the sale of manufactured products 
and housing units are recognized upon passage of 
title to the customer which generally coincides with 
their delivery and acceptance. Revenues from the 
sale of land are recognized in the period in which 
the transactions occur provided the earnings process 
is complete and collectibility of the proceeds is 
reasonably assured. Non-cash consideration from 
land and housing sales is adjusted to reflect the 
market value of the consideration. 


Revenues from construction and shipbuilding con- 
tracts are recognized on the percentage of completion 
method and any losses are provided for as they 
become known. Claims for additional contract com- 
pensation are not recognized until resolved. 


Deferred revenues result from the contribution of 
land to a partnership at a value in excess of cost, the 
sale of the future production from limestone deposits 
and the sale and leaseback, at a value in excess of 
cost, of mobile equipment. Income is recognized as 
sales are made to third parties in the cases of the land 
partnership and limestone deposits and over the 
term of the lease in the case of the sale and leaseback 
transaction. 


CONSOLIDATED STATEMENTSOFINCOME GENSTAR 
For the years ended December 31, 1983, 1982 and 1981 
(thousands of Canadian dollars) 


1983 1982 1981 
Revenues 
Net sales and other revenue .......... 1,743,047 1,707,768 2,129,628 
Equity net income of Genstar 
Eimanci al GCOrporation ys. as ene 83,691 52,459 16,294 


17826)738" 1,760,227 92/145,922 


Costs and Expenses 


Cost of sales and services............. 1,317,167 1,460,662 1,566,885 
Selling, general and administrative .... 187,219 204,148 257,856 
Depreciation, depletion and amortization 70,314 70,896 78,781 


1,574,700 1,735,706 1,903,522 
Operating Income. oF ee ee 252,038 24,521 242,400 


Financing Costs 
Imtereshon Oar -tcrnn debt. a. anaes 87,543 92,208 85,568 
@theminterest= 20th ee et ee 64,455 117,009 84,400 


tO 09S 07 217 169,968 


Income (Loss) Before Income Taxes...... 100,040 (184,696) (eye 


Provision for Income Taxes 


CULT EN tt es Cee or a hnie Og 54,100 (7,700) (8,600) 
Weterred Hale ee ee ic Picea Gs ee (57,100) (92,700) = (12,800) 
(3,000) (100,400) (21,400) 

Net Income (Loss) forthe Year ......... $103,040 $(84,296) $93,832 


Net Income (Loss) Per Common Share 


Canadian Method 
BaGiC pret il ts tts Bien: eee ee are $2.83 $(3.36) $2.40 
Pullydiluitedet: isc. =) tee ee Die (3.36) 2204 
United States Method 
PGMA TV ere en Ae at teen ees eae Oi er DLT) (3.36) Dacre 
Butivds itedae terns ae ee ee ee sp (3.36) 2.34 


The accompanying notes are an integral part of these financial statements. 
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CONSOLIDATED BALANCE SHEETS 
As at December 31, 1983 and 1982 
(thousands of Canadian dollars) 


1983 1982, 
Assets 
Current Assets 
Cashiand term deposits. ase eee 9,928 19,833 
Accounts receivables.) .....°) sans eee 260,084 280,532 
IMVENtONies =.=. oe eee na ee ee 493,523 656,165 
763;535" Si eo00o8 
Joint Ventures, Development Land and Investments. . 257,955 281 oD: 
Fixed Assets 
Properties; plants and equipment: aa ya eee 1,400,343 1,441,936 
Accumulated depreciation and depletion.......... 574,739 = 551,509 
825,604 890,427 
Investment in Genstar Financial Corporation ...... 454,375 477,534 
Intangible Assets 2 <2 cfense een eee ee 47,367 48 261 
$2,348,836 $2,660,304 
On behalf of the Board 
Director 


a 


Director 


Liabilities 
Current Liabilities 


SHOR teria DOllOW MAGS =e hs, Ancien ty). Meeps Coen Manet 
ACCOUDLS Aya Ogee ayaa sce hg. de eR Ok ey Ok ee 
TRACOTICIEAKCS Peo Mabie serosal Aus inc 8 Ab ake, vi cay eal 


Advances relating to housing and land 


TTEV CINCO LICS Mat ers R aR artes cenignet 55 i ee gat S 
Gurrent. portion of long-term debt 1. ga on oe 


Eong-tertn Dept, sin 2 ee nc emorera 
Deterred:/Reventier.o Fw: een eee RG A: 


Deferred Income Taxes...............-0002022% 


Capital Stock and Retained Earnings 


Redeemable preferred'sharesian. a. eae he 
Convertible redeemable preferred sharess, 1. 6. = - 
Common shares and contributed surplus.......... 
CEA TM eCHCA TIN OS ernie a PNP na Nie heir Geena 
ldnrealized 1orciomexchanve trans aon es ee 


The accompanying notes are an integral part of these financial statements. 


GENSTAR 


1983 


231,096 
237,702 
6,906 


88,195 
23,195 
587,094 
713,593 
77,043 
24,500 
1,402,230 


120,000 
104,869 
304,338 
383,099 

34,300 


1982 


415,110 
271,929 
(20,246) 


W263. 
20,747 
864,805 
[Spajee) 
87,361 
82,100 


pl oneylWers 


120,000 
106,868 
DOGS 
316,796 

32,700 


$2,348,836 $2,660,304 
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CONSOLIDATED STATEMENTS OF CHANGES IN FINANCIAL POSITION 
For the years ended December 31, 1983, 1982 and 1981 
(thousands of Canadian dollars) 
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1983 1982 1981 
Net Funds Generated (Required) by: 
@perating activities say .a an re rere 228,005 (37,684) (118) 
Financing activities. 2.4.7.2 0... een eee (40,678) 96,906 70,673 
Investment activities. gee 85,757 (2,590) (453,072) 
Net Decrease (Increase) in Short-term 
Borrowings and Advances Relating 
to Housing and Land Inventories $ 273,084 $ 56,632 $(382,517) 
Operating Activities 
Net income (loss) for the year.......... 103,040 (84,296) 93,832 
Items not affecting funds 
Depreciation, depletion and amortization 70,314 70,896 78,781 
Gains on sales of assets... 5..0 5... (7-321) (Lacon) (9,473) 
Deferred income taxes: = 4. ee (57,100) (92,700) = (12,800) 
Equity income less distributions ....... (33,093) (18,290) ~—_ (10,946) 
Diminution in value of long-term assets. 6,665 38,525 _ 
Other o.4 i ee ae (2,911) (4,591) 5,933 
Funds Generated (Required) 
by Operations«. eee 79,594 (106,056) 145,327 
Change in Operating Working Capital 
Cash nse hoe cee ene ee eee 9,905 (7, Oia) 11,541 
Accounts receivables c.sa a nare ee 20,448 96,407 Do 
INVENtOliES =<... cds eee eae 162,642 39,039 (30,868) 
Accounts payable and income taxes..... (7,075) (22,602) (63,426) 
Foreign exchange translation effects... . . (772) 29: 674 
185,148 115,280 (70,211) 
Dividends: 2232.0 ee (36,737) (46,908) = (75,234) 
Net Funds Generated (Required) by 
Operating Activities............... $ 228,005 $ (37,684) $ (118) 
Issue of long-term del Gana pee are = 153925 230,807 
Repayment of long-term debt.......... (35,896) (45,183) (224,584) 
Deterreditevenue andi lease deposit te (10,346) (12,493) 60,264 
Issueiohcapitalsstocktea. aes eee 5,564 857 4,186 
Net Funds Generated (Required) by 
Financing Activities $ (40,678) $ 96,906 $ 70,673 
Net Funds Available for 
Investment Activities $.187:327 “$59,222 Soe 2o5 
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1983 1982, 1981 

Investment Activities 
Genstar Financial Corporation 
Acquisition otsubsidiary 22. 2........ _ — (288,000) 
IDIiSCrIDUMONS meme eat i ae ee 114,284 88,402 64,371 
EVESCINGT ts etre iy eee ie ee ee (43,904) (90,555) (39,078) 

70,380 (27 153}e9 (262,707) 
Fixed Assets 
IDISBOSAl Shee eee nae ies, ey ne 46,381 37 ,638 29,785 
PNG CNCIOU Sis teat etd Meade went eee. (40,348) (66,224) (147,547) 


6,033 (28,586) (117,762) 
Joint Ventures 
IDIStLIDMEONSE ett. 2 cee ee a. 25,265 S253 397313 
HVeStiei Sota nt. Sires me ease ee (25,445) (39,257) (37,945) 
(180) (7,104) 1,368 
Loans and Development Land 
HOCCTEASCS tare car yk cin se 46,275 93,913 e270) 
IICTCASCS eine eee eee oh cer Ce (Q7577 1) (45,127) (108,186) 
18,504 48,786 (393020) 
Investments and Other | 
WECTE ASSES ay how at a ok oe ee ee re 19,892 25,039 17,544 
INGEeASCG MS BT eee Cae a Nahe (28,872) (38,572) (56,190) 
(8,980) (13,533) (38,646) 
Net Funds Generated (Required) 
by Investment Activities ........... $ 85,757 $ (2,590) $(453,072) 
Net Decrease (Increase) in Short-term 
Borrowings and Advances Relating 


to Housing and Land Inventories ..... $ 273,084 $ 56,632 $(382,517) 
Net Decrease (Increase) Consists of: 
Short-term) DOrOW Iles ms 22) tere ern 184,014 151,403 (373,899) 
Advances relating to housing and 

LanChinVEntOries. sasuke ee es. 89,070 (94,771) (8,618) 


$ 273,084 $ 56,632 $(382,517) 


CONSOLIDATED STATEMENTS OF RETAINED EARNINGS 


For the years ended December 31, 1983, 1982 and 1981 (thousands of Canadian dollars) 


1983 1982 1981 

Balance— Beginning of Year .......... 316,796 448,000 429,402 
Netincome: (loss) forthe-year <1... <-. . 103,040 (84,296) 93,832 
419836." 568,704) 320, 234 

Dividends— preferred shares.......... 14,848 19,234 20,390 
—COlNINON Shares. oe 21,889 27,674 54,844 

36,737 46,908 157254 

Balance— End of Year $ 383,099 $ 316,796 $ 448,000 


The accompanying notes are an integral part of these financial statements. 39 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


For the years ended December 31, 1983, 1982 and 1981 


1. Inventories 


Finished go0dSeh..t5 gi ate eee eee 


Work in process 
Raw materials, supplies and repair parts 


Land,’ 7; See es ee ee re ee eee 


2. Joint Ventures, Development Land and Investments 


Joint ventures (Note 3) 


Development andere cree ee eee 


Mortgages and loans receivable 


Portiolig SECunitles =e eee ee 


Development property subsidiary 


Mortgages and loans receivable include $21,800,000 
at December 31, 1983, and $32,400,000 at December 
31, 1982, related to land and housing sales with 
interest rates of 5% to prime plus 2%. The remaining 
amounts relate primarily to balances on asset sales 
and stock purchase plans. 


Portfolio securities include marketable investments 
of $8,594,000 at December 31, 1983, and $3,547,000 
at December 31, 1982 with market values of 

$107 ,400,000 and $40,400,000, respectively. Gain on 
sales of these securities was $92,374,000, $24,928,000 


3. Joint Ventures 


The company is a partner in a number of incorpo- 
rated and unincorporated joint ventures engaged in 
the development and financing of real estate, con- 
struction, chemical and mixed fertilizer production 


Net Assets Employed 
Accounts and loans receivable and other assets 
Fixed assets 


Financed by 
Mortgages and loans payable 


Equity and advances by other partners........... 
Equity and-advances by thecompany asa ee 


1983 1982 
(thousands of dollars) 
72,300 149,083 
35,800 37,781 
61,188 66,918 
324,235 402,383 


$ 493,523 $656,165 


1983 1982, 
(thousands of dollars) 

gee Ry Sie see eee 57,633 70,048 
I 6 on beh 9 41,950 43,683 
so, OER Rae nade Oe 44,845 65,285 
of ts, eee oe a ee 69,220 957,924 
er ek eke 5 (os 44,307 50,612 
$ 257,955 $287 952. 


and $31,510,000 in 1983, 1982 and 1981, respectively. 
Other marketable securities with a market value of 
$75,300,000 at December 31, 1983, are included in 
Genstar Financial Corporation. 


The development property subsidiary is held for sale 
and consists of land and properties under develop- 
ment at a cost of $80,507,000 net of secured and 
unsecured debt of $36,200,000 at December 31, 1983 
and a cost of $85,612,000 net of secured and 
unsecured debt of $35,000,000 at December 31, 1982. 


and marine financing activities. The following is a 
summary of the combined operations and financial 


position of these investments. 


1983 1982 
(thousands of dollars) 
121,963 169,096 

41,552 34,573 
460,942 47 771 
624,457 751,440 

78,337 LOS;7 

$546,120 $645,729 
483,982 OOOH 

a, i7y 175091 

48,967 10,001 

$546,120 $645,729 


Operations 


Se Mine SM mtr: hee ith a et 3 ATO Gs is, 
 UNETEGREES. oc RE et ea 


fmcome (Loss) before income taxes ............. 


Allocation of Income (Loss) 


DIGMEDATCMC (SE ie te. he Ser edo oe Soe 
“ONL GRVIRS? 52k IEA aN 


In general, liabilities of joint ventures are secured by 
pledges of the related assets. At times the joint 
venture partners may further support these obliga- 
tions should the realization from joint venture assets 
not be sufficient. As a general partner in certain 
unincorporated ventures, the company is contin- 
gently liable at December 31, 1983 for the other 
partners’ share of liabilities of $41,200,000 should 
the other partners not be able to satisfy them, as well 
as for its own share of $43,800,000 compared to 
$57,500,000 and $64,200,000, respectively, at Decem- 
ber 31, 1982. 


As a limited partner in other ventures, the company 
is a guarantor of partnership liabilities of $32,800,000 
at December 31, 1983, compared to $24,700,000 at 


Reconciliation of Investment in Joint Ventures 
Current portion of investment in joint ventures 
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1983 1982 1981 

(thousands of dollars) 
Teer an 316,591 336,569 443,526 
WIRE Ore are. 380,317 442,493 422,876 
ee erence $ (63,726)  $(105,924) $ 20,650 
ANN tees (40,941) (59,644) 6,175 
eee (22,785) (46,280) 14,475 


December 31, 1982. Under certain partnership agree- 
ments, the company is also committed to make 
additional investments of $7,700,000. 


In addition, the company has agreed to purchase 
land from a partnership in sufficient quantities to 
enable the partnership to meet principal and interest 
requirements for $113,300,000 of loans if the partner- 
ship is unable to do so from its own resources. These 
loans bear interest at 9.75%, mature to 1993 and 
require the following payments of principal over the 
next five years: 


1984-$ 1,000,000; 


1986-$11,300,000; 
1988-$16,800,000. 


1985-$11,400,000; 
1987 -$11,300,000; 


1983 1982 


(thousands of dollars) 


MieLICecdsin-ACCOUN (St CeCkVaDIC)¥.c7..0 ux ere ee hn ee yen op Sn (14,173) (1,742) 
Pome atclininvestment 1 jOINGVENUULeS. 9. ..c- pie yard ee a ee ire eer pte re Soc 57,633 70,048 
43,460 68,306 

Deferred profit between joint ventures and the company................. 5,441 Ue SHAN 
Browisionstor.future losses OnijOint Ventures 4 a. skeen 66 6,068 
Eqinity.angadvatices by. the.company (aS above)... 4... ee. ee $ 48,967 $ 76,651 


4] 
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Notes to Consolidated Financial Statements 
(continued) 


4. Fixed Assets 


Plant siteSers es eee eee a eee 


Quarries and gravel deposits 


Buildingsea ae ey..c0 ee ae feet MR tae ee 
Machinermandtequipment aca et tenner 


1983 1982 
Accumulated Accumulated 
Depreciation Depreciation 


Cost and Depletion Cost and Depletion 


(thousands of dollars) 


35,669 3 37,511 = 
54,004 14,610 63,700 15,591 
245,745 98,302 251,458 90,966 
1,064,925 461,827 1,089,267 444,952 


$1,400,343 $ 574,739 $1,441,936 $ 551,509 


Included in fixed assets at December 31,1983 is construction in progress of $25,000,000 with an estimated 
cost to complete of $20,000,000. Information concerning fixed assets held under capitalized leases is 


provided in Note 14. 


5. Investment in Genstar Financial Corporation 


Genstar Financial Corporation (GFC) and its sub- 
sidiaries are engaged primarily in retail, commercial 
and mortgage banking, fiduciary services, real estate 


Consolidated Balance Sheets 
Assets 


Cashrand term depositSaa. semen ae ee 
SCCUTILIES hts Cio aoe ©. ee ete ee 
LO ans Foes ter, fein 1a ce ce 
Properties andiequipment aa ase cee eee ee 
Accrucdunterestandiothenassetsm ma a a= sae 


Liabilities 


Deposits; debentures'and guaranteed imvestment cent! cates an eee 


Advances from affiliates 


Other Mabiligies=34 te 


Capital Stock and Retained Earnings 


Common shares and contributed surplus........ 


Retained earnings 


brokerage, investment in start-up companies, 
equipment rental and container leasing. 


1983 1982 
(thousands of dollars) 

eee ere ne ee 950,294 939,593 
ee ee ee ae ety 596,818 452,082 
whe ie eee 5,106,698 4,513,725 
S Ras deak wcll ony SR ek dh en ee ee 415,595 314,423 
Wet. ae ac ate 177,639. 282574 
ES tea ee Me ake a8 Fe 162,736 188,225 


$7,409,780 $6,640,622 


6,096,669 5,369,209 

1) SES en eee 9,282 122,686 
ier eae 840,570 731,809 
6,946,521 6,223,704 

ar nn a ee 351,689 351,689 
bp aetna ne) ere am 111,570 65,229 
463,259 416,918 


$7,409,780 $6,640,622 


Consolidated Statements of Income 


Revenues 


Expenses 


MGEE CGC XDCIISC py on ie cis eR ay arts eee 
BMEIG BOX SC IISCS eae, bts Fe ee eee, LE ee 


Paeome before income taxes .> —~............2-. 
Prewicion for income taxes ............-.6s:.05. 


Merincome-forthe Year ........ 2... 2c ee aus 


Intangible assets represent the excess of the cost of 
investment in subsidiaries over fair value of net 
tangible assets and liabilities at the dates of acquisi- 
tion. Amortization and other adjustments related to 
this excess are included in income and increased 
subsidiaries’ reported net income by $6,500,000 in 


Capital stock and retained earnings (as above)....... 
Reeerecs LOU atilliates si. oc wee he he oe Gh 


Elimination of unrealized inter-company gains...... 


Investment in Genstar Financial Corporation........ 


6. Intangible Assets 


Intangible assets arising from acquisitions......... 
ere ree SCOUT) (Gee, a be Stree rca cts ray eA atl tons ve 


Intangible assets arising from acquisitions represents 
the excess of cost over the fair value of net tangible 
assets acquired. This amount includes an unamor- 
tized balance of $8,956,000 at December 31, 1983, 
from acquisitions subsequent to November 1, 1970, 


7. Advances Relating to Housing and Land Inventories 


Included in advances relating to housing and land 
inventories is $53,474,000 at December 31, 1983 and 
$78,492,000 at December 31, 1982 representing the 
outstanding balances of the purchase price of devel- 
opment lands which are payable over periods up to 
five years. The remaining advances of $34,721,000 at 
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1983 1982 1981 
(thousands of dollars) 

ae oh a ae es 808,313 878,997 397 ,286 
DO site 325,913 DLO VG 115,611 
134226. 1 105;7.11 512,897 

ee Ne ee te 699,657 T2310 366,762 
A Ras ae 341,278 21 0382 126,641 
1,040,935 1,042; 752, 493,403 

MSS tae hc ere D5 291 62,959 19,494 
ne pubar wre neee 9,600 10,500 3,200 
ROT Ris te $ 83,691 $ 52,459 $ 16,294 


1983 and $16,900,000 in 1982 and reduced net 
income by $3,000,000 in 1981. This excess cost relates 
primarily to the acquisition of Canada Permanent 
Mortgage Corporation. 


A reconciliation of the equity of GFC to the consoli- 
dated investment in GFC is as follows: 


1983 1982, 

(thousands of dollars) 
SN eG” ee, oars tana 463,259 416,918 
EM UTE eS BREEN, 5 9,282 122,686 
472,541 539,604 
Teh IE ae Re ery ee (18,166) (62,070) 


$ 454,375 $ 477,534 


1983 1982, 

(thousands of dollars) 
BEE ih GOCE ee On ee ee 40,885 40,642 
RE hele a eee Lae ak A, 6,482 7,619 
$ 47,367 $ 48,261 


which is being amortized to income over periods up 
to forty years. Unamortized intangible assets are 
charged to income in the event of a permanent 
diminution in value. 


December 31, 1983 and $98,773,000 at December 31, 
1982 represent construction financing and mortgage 
loans on residential houses included in inventories, 
which will be repaid or assumed by the purchaser 
upon sale of the related asset. Interest rates on these 
advances range from 6% to 15%. 
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Notes to Consolidated Financial Statements 
(continued) 


8. Long-Term Debt 


Fixed Interest Rate Debt 
Debentures 


Oo Convertible Gue Ine GSo7 7 ye wee ee 
614% CONVErtIDIC GUC Inn OSG tke ae a 
1714% duein’ |989* tee ee, eae ee ee ee 
LOG due: to; 989%. tees Ns hee en ee ee re a 
149/90. dUe tOnl99 se ha a eS oe vee 
TUS CUS ATES Oa ee en ee ee 
194% Guie tol 9950 evan es ee an ee ere 
1 iosinkinge fund duetorl 9967 ew he eee 
TY duetOs| SOGc nes ce eee 
TOSA9Gr de TON O90! Re en nee ec ee nee 


Capital Lease Obligations (Note 14) 


534% to 12% revenue bonds due to 1999*........... 


4% to 137%% building and equipment leases 


Cue C01 996%, le ee ee 


11% Term Bank Loan Due to 1989* .............. 


Non-Interest Bearing to 17% Notes, Mortgages 


and Debentures Due to 2004*................. 
Total Fixed Interest RateDebt ................... 


Variable Interest Rate Debt 
Term Bank Loans 


Prime: dueyinel 9S4*s ie et 
Prime plus 34% due in’ 198/ 2" 2 aa ee ee 


Debenture 


Due to 1994 at a rate approximating prime*....... 


Total Variable Interest Rate Debt ................. 


CurrentPortionsnce yer ee eee eee 


Long-term Debt... ee ee ee ee 


*All or partly payable in U.S. dollars. **Payable in Swiss Francs. 


All debentures except the 9% convertible debentures 
due in 1985, the 614% convertible debentures due in 
1988 and the 11% debentures due to 1996 are secured 
by a floating charge on most of the Canadian assets 
of the company. 


Trust indentures pertaining to the debentures con- 
tain restrictive covenants covering the issuance of 
additional long-term debt and the payment of divi- 
dends. Under the most restrictive of these covenants, 
retained earnings of $300,000,000 were available for 
common share dividends at December 31, 1983. 


1983 1982 

Current Current 

Portion Total Portion Total 
(thousands of dollars) 

— 4,674 — 4,659 
— 9,036 — 9,605 
as 93,344 _ 92,594 
363 52,466 — 30,402 
2,614 57,021 1,513 58,076 
— a7 110 = 61,150 
83 16,583 440 18,440 
681 28,639 2,027 31,917 
325 37,825 289 40,289 
2,000 48,000 2,,000 50,000 
6,066 404,698 6,269 422,212 
11,024 27 ,882 49 27 3EOT: 
3,882 7,622 4,760 18,090 
14,906 35,504 4,809 45,797, 
— 23,780 oa 23,403 
2,229 21,786 9,669 31,804 
23,195 485,768 20,747 923;216 
— — _ 50,050 
— 51,020 — 50,430 
_ 51,020 — 100,480 
— 200,000 = 149,950 
— 251,020 —- 250,430 
235195 736,788 20,747 773,646 
— 23,195 — 20,747 
$23,195 ~$ 713,593 “$20,747 4 Se/52,5ee 


Installments due on long-term debt (excluding capi- 
tal leases) required in the next five years are summa- 


rized as follows: 
Long-term debt 


(thousands of dollars) 
1984: ier ear Sie eee 1 PP Ache 
LOS Sassi eaten eee een 22,244 
OSG ett. Lie. ae eee 39,632 
10S oe ee a ee 100,064 
LOSS rs eer a ee oa 60,429 
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9. Redeemable Preferred Shares 


Shares Authorized 
as 000,000 shares authorized without nominal or par value issuable in series and designated as 
ollows: 
—3,390,424 Series A, B and D voting convertible shares of stated values of $20.00 each bearing dividends 
from $1.10 to $1.50 each. Series A and B are no longer convertible after January 1, 1984. 
ain Preferred — 20,000,000 shares authorized without nominal or par value issuable in series and designated 
as follows: 
— 1,000,000 Series A non-voting non-convertible shares of the stated value of U.S. $100 each bearing 
cumulative variable rate dividends. 
— 439,181 Series B voting convertible shares of the stated value of $24.40 each bearing cumulative dividends 
of U.S. $1.68 each. 
— 3,000,000 Series C voting convertible shares of the stated value of $31.50 each bearing cumulative 
dividends of $2.35 each. 
— 2,000,000 Series SP voting convertible shares of stated values determined at date of issue bearing 
non-cumulative dividends at various rates. 


Issued and Fully Paid 1983 1982 1981 
Shares Amount Shares Amount Shares Amount 
Redeemable (thousands) 
Second preferred shares 
metlCG AP eds oe hs 1,000 $ 120,000 1,000 $ 120,000 1,000 $ 120,000 


Convertible Redeemable 
Preferred shares 


—SeriesA,BandD....... 54 1,085 208 4,156 ZAG 4,315 
Second preferred shares 
MESCTICS Di vas 2: 210 5,130 2 sya loys 214 5,208 
|. Soa CGS ae eee oe oe 2,976 93,754 2,977 935770 2977 93,770 
2 STARS UE ea 552 4,900 485 3,785 739 ARES: 
3,792 $ 104,869 3,881  $ 106,868 4,146 $111,068 
Convertible Redeemable Shares Issued 1983 1982 1981 
(thousands of shares) 
he DERE AY) BS elle leslie ae ene kd Maes Bae gt Rs ORO ge 3,881 4,146 4,163 
Issued in the year 
meoeticssP at UW S2$9:06 tO WS 2912.62 o5 eas we eee tone ee 76 497 114 
—Series D at $22.50 in exchange for options and 
fatrants of anamaloanmated subsidiaryes 9. 1y ve ee - _ 4] 
3,957 4,643 4,318 
Mommertedet© COMMON SHATCS. = tater es et oe ees ae (163) (11) (172) 
ees trae ce! CUMet seed ame, funn tence eee Rig Mee ee (2) (Fol) — 
SUENG. COM SURO ES ec eet oy Oe Gr cet ct era a 3,192 3,881 4,146 


Under the terms of the second preferred share issue 
agreements, no preferred shares ranking higher than 
the second preferred shares can be issued without the 
consent of the second preferred shareholders. 


The Series A second preferred shares bear cumula- 
tive variable-rate dividends based on the London 
Inter-Bank Offered Rate. As of December 31, 1983, 
1982 and 1981, the dividend rates were 6.10%, 6.29% 
and 9.50%, respectively. At the option of the holder, 
the company will purchase, at the stated value, a 


maximum of 330,000 shares on each of November 1, 
1986 and 1987 and any balance outstanding on 
November 1, 1988. 


Each Series C second preferred share is convertible 
into one common share until June 30, 1990, after 
which the company will purchase 1% of the shares 
then outstanding per quarter. Since issue in 1980 a 
total of 23,680 shares has been converted to common 
shares. re 
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Notes to Consolidated Financial Statements 
(continued) 


10. Common Shares and Contributed Surplus 


Authorized —an unlimited number, without nominal or par value. 


Issued and Fully Paid 1983 1982 1981 
Shares Amount Shares Amount Shares Amount 
(thousands) 
Common shares ee tee 31,359 295,786 30,878 288,223 30,589 283,166 
Contnbuted'surplus -..5.. - ~ 8,552 -— 8,552 — S902 
31,359 $304,338 30,878 $296,775 30,589 _ $291,718 
Common Shares Issued 1983 1982 1981 
(thousands of shares) 
Beginningoryeary, | fon ce ae eee nee eee 30,878 30,589 30,215 
Issued in the year— 
At $10.00 to $31.50 on the conversion of preferred shares ....... 309 16 224 
At $5.17 to $35.32 under stock purchase plans and on the 
EXETCISE OF OPUIONS. 4 2 > 9s ae ee ee ee 139 256 69 
At U.S. $16.00 to U.S. $41.00 in exchange for convertible debentures 33 laid 81 
End of year inet ese es ee 315359 30,878 30,589 
Common Shares Reserved for Issuance 
Series'@ convertible second pretermedishares = nn 2,926 DNL! 29h ih 
Series SP convertible second preterred shaless ye wee ee ee 619 454 86 
Convertible: debemtt resi... eee teery ee en reat ern 546 578 O99 
Series Bicomnverti blelsecond pretecked sates aia nar 189 190 192 
Exercise OLOptiOns, yee gpa aes 9 yee 156 138 60 
Series:A, Band L) convertible preterned sna hcsuma rn 30 416 432 
4,516 4,753 4,342 


1965 Stock Option Plan 

Options have been granted whereby common shares 
may be purchased by employees at a price equal to 
90% of market on the grant date. Employees, the 
majority of whom were also officers, held options 
for 50,000, 56,000, and 60,000 common shares at 
December 31, 1983, 1982 and 1981, respectively. 
Option prices from inception of the plan have ranged 
from $11.99 to $15.75. Of the 50,000 options out- 
standing at December 31, 1983, 38,000 are currently 
exercisable. 


1982 Stock Option Plan 

Options have been granted whereby common shares 
may be purchased by employees at a price equal to 
100% of market as of the date of grant. Employees, 
some of whom were also officers, held options for 
105,690 and 81,600 common shares at December 31, 
1983 and 1982, respectively. Option prices from 
inception of the plan have ranged from U.S. $10.88 
to U.S. $25.57. Of the 105,690 options outstanding at 
December 31, 1983, 62,315 are currently exercisable. 


1969 Stock Purchase Plan 

Under the terms of the 1969 Stock Purchase Plan, 
trustees have purchased, at approximately 99% of 
market, 21,825 common shares for the benefit of 
employees who are officers and 163,505 common 
shares for the benefit of other employees. The 
participants pay $10.83 to $42.14 for the shares over a 
period of seven years together with interest calcu- 
lated at 5% per annum. The shares are held as 
security by the trustees until full payment has been 
received. 


1979 Stock Purchase Plan 

Under the terms of the 1979 Stock Purchase Plan, 
Series SP second preferred shares were issued to 
employees at a price equal to the conversion value as 
of the date of grant. The SP shares are convertible into 
common shares pursuant to a conversion formula 
based on market value. Employees, some of whom 
were also officers and directors, held 552,250 Series 
SP second preferred shares at December 31, 1983. 
The participants pay USS. $5.48 to US. $12.62 for the 
shares over a period of ten years together with 
interest currently set at 9% per annum. Non- 
cumulative dividends are paid at the annual rate of 
US. $0.66 to U.S. $1.51 per share. 


a 
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11. Unrealized Foreign Exchange Translation 
An analysis of the changes in the unrealized foreign exchange translation account follows: 
1983 1982 
(thousands of dollars) 
MERE EDC CINTIING Ol Veal of. fo iene nh Le ci Re SE ARO 32,700 5,700 
Re OTT AGI US CLIC INES ce 20s ele, 1 aerate eset vn cS ugu age Ne wee Biel dsins vt eal sasivocd 2,100 29,800 
ee BIIACOMMIC AXES Brice ct er Re oe Vin lls bode cin Liu 4 Silas bans (500) (2,800) 
RCC OLY CAL ee cnt te eee cay ecw beans woul $34,300 $32,700 
feed foreign exchange gain (loss) included inincome......../......... $ 400 $ (1,900) 
iemearized 1oreign exchange gain included inincome .... «.4. 6. 6: ene se $ 4,100 $ 5,800 
@2nadian equivalent of one United States dollar (year-end rate)............. $ 1.245 $235 
12. Income Taxes 
Income before taxes and provision for income taxes by geographic area are as follows: 
Se ee 
Income (Loss) Before Income Taxes (thousands of dollars) 
IN Gl OER ee Perera en El, Fare Vie Pee kid Rulatera d0bd vitae aoc (24,961) (25,669) 90,855 
ME CUES LATCS Ia bres ex Sri ally alias veut Batya es ans oe (6,885) (289,790) = (158,883) 
Snes IEEE OING 140 Sete Rl Came te be yk so She 131,886 130,763 140,460 
$ 100,040 $(184,696) $ 72,432 
Provision for Current Income Taxes 
| SUE EEASE 9) culate o: BiB Rout Ahi Ante Re 1 ne ae 11,200 (5,400) 28,500 
Bere CES( ALCS — DIOVISION win acsch es fiers Oh os aoe Me ots Beech 20,800 (5,500) (38,600) 
United States—reclassification between current and deferred ... 14,100 = = 
LUGE | ob. oh 6 cea i a Se rh ae ae 8,000 3,200 1,500 


$ 54,100 $ (7,700) $ (8,600) 


(SEE gy abe neta ae a ren ke a ee eA a a (44,300) (22,400) 7,000 

Memos tates —DrOViSIOlN... kOe ee ee ee ere oe 1,300 (70,300) (19,800) 

United States—reclassification between current and deferred ... (14,100) = a 

$ (57,100) $ (92,700) $ (12,800) 
The components of the deferred tax provision are as follows: 1983 1982 1981 
(thousands of dollars) 

Pcitional-depreciation f0r4ax PUTPOSCS sakes aes a ee 2,600 6,400 5,900 
Losses available to reduce future taxable income............... (61,900) (30,000) (19,800) 
Portion of real estate and joint venture income deferred 

ere Zed sor tax sDUT POSES jh aos eeaa As nn os BORE (2,000) (1,400) 1,700 
Amortization of (benefit from) excess tax value of assets 

available to reduce futuretaxable income ....0...:6....... 4. 4,200 (69,700) 
TSE 2 jun s-his, lees Dy See lie a al ee sea ine At Aa alge ee == 2,000 (600) 


$ (57,100) $ (92,700) $ (12,800) 


Investment tax credits are accounted for on the 


flow-through method. on $124,000,000 of these losses. In addition, as a 
result of a merger of certain subsidiaries in 1982, the 

Losses of $254,000,000 are available to reduce future tax value of United States assets exceeds book 

United States taxable income in years up to and in- amounts by $149,000,000 which is available to reduce 

cluding 1998. Tax recoveries have not been recorded future taxable income. 
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Notes to Consolidated Financial Statements 
(continued) 


Income taxes have not been provided on undistribu- 
ted income of certain foreign subsidiaries as such 
income is being reinvested in foreign operations. At 


The company's effective income tax rates are as follows: 1983 
Canadian‘and United Statesttederal income tax dates... 46.0% 
Effects of investment, manufacturing and processing tax incentives. 3.8 
Provincial and state income taxes, net of federal deductions ...... 3.8 
Reduced rate on‘capital. gains and other inconieys = ee Peo} 
Inter-unit interest income taxed at reduced 1ateseen a eee (35.7) 
Losses available to reduce future tax provisions................- Ay 
Equity net income and non-taxable foreign income............. (30.3) 
Amortization of acquisition purchase price allocations.......... 1.3 
Other ese Sastre emppe teeter 5. site eke oc nts Gorn ok ee ee (1.2) 
(3.0)% 


13. Net Income per Common Share 


December 31, 1983, $295,000,000 of such undistribu- 
ted income, if distributed as dividends, would be 
subject to income tax at 46%. 


1982 1981 
(46.0)% 46.0% 
6.7 (12.5) 
(1.6) (1.5) 
6.4 (8.0) 

(30.3) (80.6) 
15.0 35.5 
(6.4) (16.7) 

0.5 6.9 
ike 1.4 
(54.4)%  — (29.5)9% 


The weighted average number of shares used in calculating net income per common share under the 


Canadian and United States methods is as follows: 


Canadian United States 
1983 1982 1981 1983 1982, 1981 
Basic and Primary (thousands of shares) 
Weighted average common'shares)..). ee 31,22) 30653 — 30/495 31,221 30/653eR 30> 
Share equivalents pertaining to 
—CONVersion OF preferred shares.) = ene _ — — 3,730 — 3,247 
—-CONVErSiOMor CeDtwe tenes oe) ee eee ee — — — 553 — 520 
Options and. walrantSea.ee 6.1 _ — — 39 = 54 
31,221 30,653 30,495 35,543 30,653 347321 
Fully Diluted 
Weighted’average common snares: ae 31,221 30;653~ 30/495 31,221 30,653 30,495 
Shares pertaining to 
—conversion of preferred shares ............. O78 — 3,724 3,793 — 3,724 
—COnVersion/of debtu ee) sere ae 553 _ O25: 553 — 525 
—Options and: warrants. japan a) eee ate 44 — 146 44 _ 30 
35,611 (30,6537 34,890 35,611 30,653 “345799 


Basic and primary income per common share have 
been calculated after reducing net income by the 
preferred share dividend entitlement of $14,774,000 
in 1983, $18,689,000 in 1982 and $20,589,000 in 1981. 
Net income was increased for purposes of calculating 
primary income per common share by $8,417,000 in 
1983 and $7,958,000 in 1981, being the effect on 
income available for common shares of preferred 
dividends and the after-tax interest assumed on 
convertible debt. 


1983, $18,689,000 in 1982 and $12,680,000 in 1981, 
being the dividends on outstanding non-convertible 
preferred shares, and increased by $505,000 in 1983 
and $331,000 in 1981, being the after-tax effect of 
interest on convertible debt. 


In 1982, the weighted average number of common 
shares used to calculate primary and fully diluted 
income per common share has not been increased for . 
the potential effects of conversion of options, pre- 


ferred shares or debt, as this would reduce the 


In determining fully diluted income per common 
share, net income has been reduced by $6,840,000 in 


calculated loss per common 


share. 


14. Leased Assets and Lease Commitments 


GENSTAR 


The company leases equipment, manufacturing 
facilities and premises under both operating and 
capital leases. Properties, plants and equipment 
include the following amounts for leases that have 
been capitalized: 


1983 1982 
(thousands of dollars) 
eines... es 13,000 15,900 
Machinery and 
eomipment =... ..0c-... 47,100 62,900 
60,100 78,800 
Less: accumulated 
gepreciation........ 30,700 40,900 
$29,400 $37,900 


Amortization of capital leases is included in interest 
and depreciation expense. Capitalized leases include 
municipal revenue bonds on lease-option facilities 
of a subsidiary which require lease payments equal 
to bond servicing and redemption requirements. 
Future minimum payments under capital leases and 
non-cancellable operating leases for equipment and 


15. Pension Plans 


The company and its subsidiaries have a number of 
defined benefit pension plans under which salaried, 
commissioned and hourly employees are eligible to 
participate upon retirement after varying years of 
employment. The company’s annual contributions 
to the plans are charged to income based on actuarial 
funding requirements. 


The most recent actuarial valuations of the pension 
plans were made as at January 1, 1983 using an 
assumed return on pension plan assets of 6% to 814%. 
The valuations of the Canadian pension plans reflect 
a change in actuarial assumptions and the asset 
valuation method. The only change in actuarial 
assumptions was to change the interest rate used to 
discount benefits after retirement from 514% to 84%. 
The actuarial value of assets was determined using a 
three year moving average of market values rather 
than the previously used book value of assets. As a 
result of these changes, the surplus of pension plan 
assets over accumulated plan benefits as at January 
1, 1983 increased $19,600,000. There were no changes 
in the United States plans. 


premises are as follows: Operating Capital 
Leases Leases 
(thousands of dollars) 
1) eee re eee 23,700 16,788 
LOS Seek eae ONS Aiea: 17,500 3,687 
LO SOs con ee eee ae 13,600 Oo 
NAST se Fae See eg te en eae 11,100 Dn Neste 
ES ictebiagy tebe, Alea pnam eae 7,800 DST 
Subsequent years’ lease 
DAVIMeNtS) sere eet 27,300 Lor 3 
Total lease payments . . $101,000 46,821 
Imputed interest...” Doli 
Present value of 
minimum lease pay- 
ments included in 
long-term debt..... $ 35,504 


Rent expense from operating leases for the years 
ended December 31, 1983, 1982 and 1981 was 
$28,500,000, $35,900,000 and $23,100,000, 
respectively. 


Total contributions to plans charged to income were 
$4,900,000 in 1983 and $9,400,000 in 1981. In 1982, 
pension expense was a net credit to income of 
$3,000,000 resulting from excess contributions with- 
drawn from the plans offset by the current years 
pension plan expense charged to income. Pension 
plan expense in the United States includes prior 
service costs amortized up to 30 years. 


The results of the valuations of the Canadian and 
the United States plans at January 1, 1983 are: 


—assets with a market value of $93,100,000 were 
available in the Canadian plans compared toa 
present value of accumulated plan benefits of 
$64,300,000. The accumulated plan benefits calcula- 
tion was based on the value of future accrued bene- 
fits at retirement and accordingly assumed 100% 
vesting of benefits. 

—assets with a market value of $121,300,000 were 
available in the United States plans compared to a 
present value of accumulated plan benefits of 
$95,600,000. The accumulated plan benefits calcula- 
tion was based on the value of currently accrued 
benefits payable at retirement and includes 
$91,300,000 of currently vested benefits. 
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Notes to Consolidated Financial Statements 
(continued) 


16. Litigation 


Cement 


A subsidiary has been named as defendant, along 
with approximately 40 other defendants, in a num- 
ber of actions commenced in federal courts in vari- 
ous states, by plaintiffs purporting to represent 
various groups, alleging that the Portland Cement 
Association and its members, including the subsidi- 
ary, have violated the United States antitrust laws by 
engaging in a conspiracy to fix, stabilize and main- 
tain the price of cement. No specific amount of 
money damages is claimed. These actions, which 
include suits by a number of states and certain 
municipalities, have been transferred to the United 
States District Court in Arizona. The actions are in 
the final discovery stage, and the court has set a trial 
date in mid-1984. Plaintiffs are seeking certification 
of various classes of cement consumers. 


As of December 31, 1983, seven of the defendants 
had agreed with plaintiffs upon terms and condi- 
tions of settlement of the cases, which settlement has 
been approved by the District Court in Arizona. The 
subsidiary has not agreed to settle, and management 
denies the allegations and intends to defend the 
actions vigorously. Based upon investigation of the 
allegations to date, counsel engaged to represent the 
subsidiary in these actions believes that the position 
of management is sound and remains of the opinion 
that the subsidiary has meritorious defenses to the 
claims. 


Asbestos 

During the past several years, a subsidiary has been 
named as one of the defendants in numerous actions 
filed by individuals who seek damages based on the 
alleged inhalation of asbestos fibers from products 
allegedly made and sold by the subsidiary (“Personal 
Injury Claims”). The subsidiary no longer manufac- 
tures any asbestos products. Set forth below is a 
summary, as of the dates specified, of the cumulative 
number of Personal Injury Claims filed, disposed of 
and pending against the subsidiary. 


Cumulative Claims 


At December 31, Filed Disposed Pending 
LOS eee ween Are 10,193 2,495 7,698 
1 OSD etd A eomet nee 13,440 3,049 10,391 
LOSS Fee ors 16,395 3,664 731 


The cumulative cost of defense against such claims 
was approximately $8,900,000 as of December 31, 
1982, and approximately $11,200,000 as of December 
31, 1983. Such cost is comprised of amounts paid or 
to be paid to plaintiffs in settlements, legal fees for 
defending claims and reimbursement of amounts to 


insurance companies for legal fees and other costs of 
defending such claims, but do not include any 
payments made by one of the subsidiary’s insurance 
carriers under the Interim Agreement hereinafter 
described. As discussed below, the subsidiary is 
litigating with its insurance carriers the ultimate 
responsibility for all such costs. 


The subsidiary, along with a number of other 
producers of asbestos-related products, has also been 
named as a defendant in several cases in which the 
plaintiffs, public entities, allege that the presence in 
public buildings of certain building materials con- 
taining asbestos allegedly manufactured or sold by 
the subsidiary and other producers constitutes a 
health hazard (“Property Damage Claims”). 


Although the subsidiary is unable to reliably esti- 
mate the number of Personal Injury and Property 
Damage Claims that will be made in the future, 
based on its historical experience, the subsidiary 
anticipates that a significant number of additional 
such claims may be made against it. 


All of the litigation described above has been and is 
being defended by insurance carriers subject to 
disputes concerning coverage. During 1982, an 
Interim Agreement was reached with an insurance 
carrier, which had been the subsidiary's primary 
liability insurer through 1976. Pursuant to the 
Interim Agreement, the carrier agreed, under a reser- 
vation of rights, to defend and pay for costs of 
settlements or satisfaction of judgments for all Per- 
sonal Injury Claims that were pending as of October 
1, 1982, and for Personal Injury Claims brought 
after such date arising out of any alleged asbestos 
exposure that occurred prior to July, 1976. 


In 1983, the insurance carrier noted above and the 
subsidiary commenced proceedings against each 
other and against at least 26 other insurance com- 
panies which, from time to time, have issued product 
liability insurance to the subsidiary. The issue 
concerns whether policy coverage is determined 
during the period from the time the plaintiff was 
exposed to asbestos until the plaintiff's injury was 
manifested, at the time of manifestation or some 
other time. Both of these actions are in their pre- 
liminary stages. The subsidiary intends to continue 
to contest any attempt by its insurance carriers to 
deny insurance coverage for the foregoing claims. 


Although the amount of liability with respect to 
Personal Injury Claims and Property Damage Claims 
cannot be ascertained, in the opinion of manage- 
ment, any resulting liability from pending Personal 
Injury Claims and Property Damage Claims will not 
materially affect the company’s consolidated finan- 
cial position. 


Other 

The company and its subsidiaries are also parties to 
routine claims and suits brought against them in the 
ordinary course of business. In the opinion of man- 


17. Additional Information 


Reclassification of Comparative Figures 
Certain 1981 and 1982 amounts have been reclassi- 
fied to conform with 1983 presentation. 


Capitalized Interest Costs 

Interest costs, related primarily to revenue property 
development and real estate joint ventures are 
capitalized during the development period and 
charged against income as part of construction cost 
or depreciation. Had these interest costs been 
expensed as incurred, income before income taxes 
would not have changed in 1983, but would have 
been reduced by $3,800,000 and $19,700,000 in 1982 
and 1981, respectively. 


Restrictions on Inter-Company Distributions 
Loans, dividend payments and income distributions 
from certain subsidiaries and joint ventures are 
restricted by legislation, trust indentures and other 
agreements. 


Canada Permanent Mortgage Corporation (CPMC), 
as a public deposit and lending institution, is 

regulated by Canadian federal and provincial legis- 
lation, the federal portion of which is administered 
by the Superintendent of Insurance, Canada, under 


18. Summarized Quarterly Financial Data (Unaudited) 


GENSTAR 


agement, all such routine claims and suits are ade- 
quately covered by insurance, or if not so covered, 
the results are not expected to materially affect the 
company’s consolidated financial position. 


broad powers granted by the legislation. Regulatory 
approval would be required for any loan from 
CPMC to the company. The Superintendent has set 
guidelines for all large Canadian trust companies 
requiring that total borrowings cannot exceed 
twenty-five times net assets as defined. Under these 
guidelines, at December 31, 1983, $24,250,000 of 
CPMC's retained earnings was available for 
dividends. 


Trust indentures relating to $52,400,000 of the long- 
term debt of a subsidiary require approval of the 
trustees for dividend distributions to the company in 
excess of defined amounts and loans to the company 
other than in the normal course of business. No 
consolidated retained earnings are restricted under 
such provisions and all but $233,000,000 of the 
subsidiary’s net assets could be distributed without 
the trustee’s approval. 


Joint venture agreements generally require the 
approval of all partners prior to the distribution of 
income or granting of loans to the partners. At 
December 31, 1983, $26,000,000 of consolidated 
retained earnings represent unremitted income of 
joint ventures. 


Three Months Ended Year Ended 


March 31 June 30 September 30 December 31 December 31 

1983 (thousands of dollars) 
SE CS Rs Ag fib ca, fal Poel ies oan Ls $ 330,239 $ 484,665 $ 531,616 $ 480,218 $1,826,738 
BERIT LL cen gtee sO Be ren nae UN ie 83,039 124,356 172,782 129,394 909,571 
Biemincome (loss) Ae ae (4,950) 25,286 62,144 20,560 103,040 
Net income (loss) per common share 

= DESC» Sh Ree eo ae ponte ene ee $ (0.29) $ 0.70 $ 1.89 $ 0.53 $ 2.83 

-= SUSE ae One Se ee (0.29) 0.69 Eg 053 2312) 
Market price (The Toronto Stock Exchange) 

ASTER! Pe, CeaLaA a a eee eo ee ne Omni Oe Sy 2 0-OoMe Se soot Oreo) OOO «o Olt2o7 > 30./9 

= WOE ies ak os ee Re 20.25 24.15 Dako 23.63 20.25 


OAC A a RTR aren ocr Poe Sep 3 765,716) 2,248,030" = 1,388,619 1,360,012, 6,762,377 
BUTL CC SALCS fees cr waist tee Cals 3,013,209 5,344,032, 3,575,032, . 3,056,025 _ 15,288,298 
= (EOE? Sen... Reinet ae esi aay rae ea saerene 46,934 61,412 40,041 33,228 181,615 
USE Sis eee 1 a ne rs 5,125,859 _ 7,653,474 5,003,692 4,449,265 22,232,290 


51 


52 


Notes to Consolidated Financial Statements 


(continued) 
Three Months Ended Yéar Ended 
March 31 June 30 September 30 December 31 December 31 
1982 (thousands of dollars) 
Revenues2 eee es se ee $ 324,562 $ 464,461 $ 524,425 $ 446,779 S8760227 
Gross DIOL tees at eee ee roe ee 62072. 90,698 88,678 OTe 299 S02 
Net mcome ([OSS)) a. 0 re ee (20,774) (24,501) (1,836) (37,185) (84,296) 
Net income (loss) per common share 
= DASIC by. eas ae ee ee a ae ee $ (0.84) $ (0.97) $ (0.20) $ (1.35) $ (3.36) 
Ses DELINVAL eect el tine ee anc aa ee (0.84) (0.97) (0.20) (P35) (3.36) 
Market price (The Toronto Stock Exchange) 
ere] Ot 4 ERO mene ee eR OR NERY. oy $ 24.00 $ 1722538 14.25 $ (24.7553 5eeeea ce 
=] Witbank Gin de ert te, ae a henner 16.00 11.00 8.88 11.50 8.88 
Trading volume on exchanges in 
Canada Avo: eee eee ee Oe 1,233,971 1,886,992 1,371,905 4,359,978 8,852,846 
—Wnited States: = 42 ae ee 934,300 2,269,700 1,170,000 6,901,000 11,275,000 
== OFM ET G5 beak sail bebe teal eae see eee 29,083 34,039 36,342 42.,634 142,098 
TOta Ree er tee ee Che ee ee ee 2,197,354 . 4,190,731 2,578,247 11,303,612) 320)7265)944 
19. Supplementary Information on Inflation and Changing Prices (Unaudited) 
1983 1982 1981 1980 1979 
Average Canadian Consumer Price Index 
(1981 = 100 per Statistics Canada) ..... LEZ 110.8 100.0 88.9 80.7 
Revenues (millions of dollars) 
SAS TEpoOrted™ sa a ee ee $1,827 $1,760 $2,146 $2,010 $1,265 
—imconstant dollars | ee eee 1,827 1,862 DS 3,045 1,837 
Dividends per common share 
—as reported :an ne ae See $ 0.65 $ 0.90 $ 1.80 $ 1.65 $ 1.25 
in. Constant dollarsas a foe eee 0.65 0.95 oe 2.18 1.82 
Market price per common share at year-end 
= historicalamount... 05 oe $31.00 $20.25 $23.38 $38.62 $25.75 
——lCOnstant do) aks s casein sae ae 30.38 Dalle 27.40 50:91 37.40 


Overview 

The average Consumer Price Index (CPI) in Canada 
increased by 5.8% during 1983, compared to an 
increase of 10.8% in the prior year. This percentage 
decrease is reflective of lower inflation experienced 
in North America. In order to provide financial 
statement users with information as to the effects of 
inflation on an enterprise, guidelines for the calcula- 
tion and disclosure of inflation-adjusted information 
have been issued by both the Canadian Institute of 


tion on a company’s particular businesses and the 
use of the CPI to calculate amounts of equivalent 
purchasing power by adjusting for the effects of 
general inflation. The measurements concentrate on 
the amount of inventories and fixed assets necessary 
to maintain “Operating Capability” of an entity 

and the effects which these amounts, restated for the 
effects of inflation, would have on its operations 
and financing. 


Chartered Accountants (CICA) and the Financial These computations as explained hereunder, involve 
Accounting Standards Board (FASB), United States. estimates and subjective judgments which greatly 
Both the CICA and FASB prescribe a “Current Cost” reduce comparability to actual operating conditions 
computation to measure the effects of specific infla- and the reader is cautioned accordingly. 


Current Cost Inflation 

The prescribed method to approximate specific infla- 
tion is to determine today’s cost to replace assets with 
the same type as those produced or utilized by the 
company. The methods used to determine this theo- 
retical cost vary depending on the industry and type 
of asset. 


In the case of Genstar, the current cost of inventories 
of manufactured products and housing units and the 
related cost of sales have been determined by apply- 
ing recent purchase prices and standard costs to 
units on hand or the use of internal and external 
indices for changes in costs. Land development 
inventories and cost of sales have been adjusted by 
the Canadian and U.S. consumer price indices for 
land content and internal cost increment indices for 
the development content. The CPI has been used for 
land content because the unique nature of land 
purchased for future development precludes the 
determination of a sufficiently accurate alternative 
current cost. 


The current cost of fixed assets of Genstar’s manufac- 
turing and marine operations has been determined 
using recent construction and purchase costs or 
internal, external and trade association indices. Cur- 
rent cost of mobile equipment was based on quoted 
used equipment prices, internal indices and new 
equipment prices factored for differences in utility. 

If new asset prices have been used, accumulated 
depreciation has been deducted for the expired use- 
ful life. Depreciation was based on average 1983 
current cost and historic estimated useful lives. 


Monetary assets and liabilities are restated only for 
the current year’s general inflation. The company’s 
investments in non-consolidated financial services 
subsidiaries and joint ventures have not been restated 
for the effects of inflation because the underlying 
assets and liabilities are primarily monetary in 
nature and therefore not subject to specific inflation. 


General Inflation 

The amount disclosed as ‘Current year adjustment 
for specific inflation in excess of general inflation” is 
the difference between the effects of general inflation 
and the effects of change in specific prices during the 
year. The Canadian CPI has been used as the mea- 
sure of general inflation and has been applied to 
restate items from historical cost to equivalent aver- 
age 1983 dollars. Foreign currency current cost 
amounts were translated to Canadian dollars and 
then restated into average 1983 dollars. A resulting 
translation adjustment represents the portion of the 
current year’s increase in current cost that is due to 
the change in exchange rates between the foreign 
and Canadian currencies. 


GENSTAR 


Purchasing Power Gain/Financing Adjustment 

As the purchasing power of the dollar declines, so 
does the true economic cost to repay liabilities. The 
company’s net monetary liabilities have been 
adjusted to average 1983 dollars using the Canadian 
CPI. The resultant reduction in liabilities, assuming 
repayment in December 31, 1983 dollars, is the 
purchasing power gain. 


This gain can be viewed as the purchasing power 
decrease accruing to the lender of capital and results 
from using borrowed funds as a hedge against the 
effects of inflation on related assets. 


The Canadian inflation accounting guidelines iden- 
tify another allocation of the effects of inflation 
between the lender of capital and the common 
shareholder in addition to the purchasing power 
gain. In periods of increasing prices the company 
will require additional capital to offset the effect of 
increases in the specific prices of inventories and 
fixed assets and this additional capital is referred to 
as maintenance of the operating capability of the 
enterprise. The capital required to maintain the 
operating capability of the enterprise is provided by 
a combination of shareholders’ investment and bor- 
rowed funds. The financing adjustment represents 
the increase in the current cost amounts of inven- 
tories and fixed assets which theoretically would be 
financed by debt given the company’s average debt 
to equity structure for the year. The use of debt to 
finance these assets reduces the amount of the net 
increase in current cost that theoretically would be 
deducted from income attributable to shareholders. 


Capital Stock and Retained Earnings 

The company’s total assets less liabilities have been 
adjusted to average 1983 dollars and for the current 
cost/constant dollar differential of inventories and 

fixed assets to produce a current cost equivalent. 


The capital stock and retained earnings are consider- 
ably greater than the corresponding historical cost 
amounts. These adjusted amounts should be viewed 
as estimates of capital employed on which a fair 
return must be earned and not as amounts distribut- 
able to shareholders as dividends. 
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(continued) 


Selected 1983, 1982 and 1981 Financial Data 
Adjusted for the Effects of Changing Prices 


(millions of dollars except per share amounts) 


Net Income 


In‘average 1983 dollarse se), 2 


Current cost adjustments 


COst-ofsales..e serene eer ee eee 
DC PreclatiOnin- 1s ase tee a ee ee ae 


Gain from Decline in Purchasing Power of Net Liabilities 


Ina verage hos 3 dollaic =) aerate a aren 


Financing Adjustment 


Current cost income adjustment attributable to debt 


Net Income Per Common Share 


Invaverage 1983 dollarseae 2 er eee 


Inventories and Fixed Assets 


As reported 2. 8 en eee eee 
Adjustinent fongeneralantlationge.: oe. 
Current year adjustment for specific inflation 
in excess of (less than) general inflation: 
Current Cost 243 a ae ee eee 


Financing Adjustment 


Theoretical debt financing of annual change 
LA CULTENt COSE Olja SSCL Sas ear ee ee 


Capital Stock and Retained Earnings 


Intayerage 1933 dollars ma.7. = = eee 


1983 1932 hOST* 
103.0 (89.2) 109.9 
24.7 41.7 70.0 
61.5 O250 DoW) 
$ 16.8 $ (183.7) 938 tom) 
2 2029 $) FD $ 144.0 
$ 34.6 $ 38.0 $ 43.2 


$ 0.07  $ (6:65\euniiere 


1,405.4 1,641.0 1,757.4 


680.4 940.1 1,012.5 
2.1 (269.9) 76.8 
Ou 93.5 (11.3) 
$2,094.6  $2,404.7 $2,835.4 
$ 420 .$ 218 <eumooe 
$1,645.0  $1,618.0  $1,961.3 - 


ee 


* For the purposes of comparison 1982 and 1981 amounts have been increased for the change in the average CPI from those years 
to 1983. This restates 1982 and 1981 amounts to the purchasing power equivalent of average 1983 dollars. 


Expressed in year-end 1983 dollars, inventories, including development land, and fixed assets calculated 
under the current cost method were $742,725,000 and $1,394,763,000, respectively, compared to historic 


cost of $579,780,000 and $825,604,000. 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have examined the consolidated balance sheets 
of GENSTAR CORPORATION and subsidiaries as at 
December 31, 1983 and 1982, and the related state- 
ments of consolidated income, retained earnings and 
changes in financial position for each of the three 
years in the period ended December 31, 1983, as set 
forth on pages 30 through 54 of this report. Our 
examination was made in accordance with generally 
accepted auditing standards and, accordingly, 
included such tests of the accounting records and 
such other auditing procedures as we considered 
necessary in the circumstances. 


In our opinion, the consolidated financial state- 
ments referred to above present fairly the financial 
position of GENSTAR CORPORATION and subsidi- 
aries as at December 31, 1983 and 1982, and the 
results of their operations and changes in their 
financial position for each of the three years in the 
period ended December 31, 1983, in conformity with 
generally accepted accounting principles applied on 


a consistent basis. 
Casper ew 5S acd 


Chartered Accountants 


Vancouver, Canada 
February 29, 1984 
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Charles de Bar, after more than 
30 years of service to Genstar and 
10 years as Deputy Chairman of 
its Board of Directors, retired from 
office in 1983. 

Mr. de Bar became associated 
with the formation of Genstar in 
1951, when the company was 
established to pursue mining and 
minerals exploration interests in 
Canada. In 1960, he was elected 
Vice President at a time when the 
company’s activities were shift- 
ing to the financing of new Cana- 
dian industrial ventures. Mr. de 
Bar was closely associated with 
that transition, and in 1965, one 
year following his election to the 
Board of Directors, Genstar amal- 
gamated its holdings in cement, 
chemicals and glass manufactur- 
ing to become a diversified operat- 
ing company. 

In subsequent years, Mr. de Bar 
was elected Executive Vice Presi- 
dent and, later, Deputy Chair- 
man of the Board. During these 
years, he was actively involved 
in many changes within the 
corporation as new investments 
were made in such promising 
areas as financial services, land 
and real estate development and 
the manufacturing of building 
materials. 

As a consequence of these 
actions, annual revenues have 
grown from $37 million at the 
time of amalgamation in 1965 to 
more than $1.8 billion in 1983. 
Genstar is grateful for Mr. de 
Bar's many contributions to that 
growth and is pleased he will 
remain a member of its Board of 
Directors. 


Printed in Canada 


DIVISIONS AND SUBSIDIARIES 


BUILDING MATERIALS 
AND SERVICES 


Genstar Cement Limited 
Edmonton, Alberta 
R.D. MacLean, President 


Genstar Cement Company 
Oakland, California 
A.K. Mueller, President 


Genstar Lime Company 
San Mateo, California 
J.L. Crawley, President _ 


Genstar Materials Limited 
Calgary, Alberta 
R.C. Kruger, President 


Genstar Structures Limited 
Calgary, Alberta 
D. Pickersgill, President 


= 


LAND AND REAL 
ESTATE DEVELOPMENT 


Genstar Properties 
San Diego, California 
ED. Dembinsky, President 


Genstar Southwest 
Development 

San Diego, California 
R.B. McLeod, President 


Genstar Southern Development 
Miami, Florida 
M.B. McAfee, President 


Genstar Canadian Landholdings 
Vancouver, British Columbia 
V.S.G. Lewis, Chairman 


Genstar Development Company 
Vancouver, British Columbia 
L. Cosman, President 


FINANCIAL SERVICES 


Canada Permanent 

Mortgage Corporation 
Toronto, Ontario 

J.A.C. Hilliker, Chairman and 
Chief Executive Officer 


Genstar Container Corporation 
San Francisco, California 
T.S. Tan, President 


Genstar Stone Products 
Company 
Hunt Valley, Maryland 
T.O. Nuttle, President 


Genstar Construction Services 
Limited 

Edmonton, Alberta 

B. Amos, President 


Genstar Building Materials 
Company 

Irving, Texas 

J.M. Shedden, President 


Genstar Gypsum Limited 
Edmonton, Alberta 
G.R. Thompson, President 


Genstar Western Development 
Calgary, Alberta 
M.H. Rogers, President 


Genstar Homes 
Calgary, Alberta 
C.D. Wilson, President 


_Genstar Properties Limited 


(Keith and Engineered Homes) 
Calgary, Alberta 
G.L. Magnussen, President 


Broadmoor Homes-Northern 
Dublin, California 
J.W. Zellhoefer, President 


Broadmoor Homes-Southern 
San Diego, California 
G.J. Nicholas, President 


Genstar Mortgage Corporation 
Glendale, California 
E.H. Plaga, President 


Genstar Rental Electronics Inc. 


Palo Alto, California 
W.D. Rollnick, President 


Atlas Thrift of Nevada 
Reno, Nevada 
W.A. Bel, President 


Genstar Conservation 
Systems, Inc. 

San Mateo, California 
W.D. Trewhitt, President 


Seaspan International Ltd. 
North Vancouver, British 
Columbia 

A.M. Fowlis, President 


Genstar Shipyard Ltd. 
North Vancouver, British 
Columbia 

W.D. Traill, President 


McAllister Towing & 
Salvage Ltd. 

Montreal, Quebec 

D.G. McAllister, President 


Genstar Homes of Texas 
Houston, Texas 
T.C. Cooper, President 


Sutter Hill Developments 
Limited 

Toronto, Ontario 

R.M. Kirshner, President 


Sutter Hill Limited 
Palo Alto, California 
G.E Michals, President 


Genstar Pacific Investments 
Newport Beach, California 
G.C. Myers, President 


TXL Corporation 
San Francisco, California 
R.L. Bishop, President 


Sutter Hill Ventures 
Palo Alto, California 
P.M. Wythes, D.L. Anderson, 
G.L. Baker, Jr., W.H. Younger, 
General Partners 
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